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Office of International Corporate Finance
Division of Corporation Finance

U. S. Securities and Exchange Commission
100 F Street, N.E.

Washington, DC 20549 SU P P L

Re; Exemption Pursuant to Rule 12g3-2(b) for
GMO Internet, Inc. (the "Issuer™): File No. 82-34950

Dear Sir or Madam:

On behalf of the Issuer, we hereby furnish English language translations of information
required to be furnished pursuant to Rule 12g3-2(b)(iii) as set forth in EXHIBIT A hereto.

All information and documents furnished hereby are furnished on the understanding that
such information and documents will not be deemed "filed” with the Commission or otherwise
subject to the liabilities of Section 18 of the Act and that neither this letter nor the furnishing of such
documents and information shall constitute an admission for any purpose that the Issuer is subject to
the Act.

In the event of any questions or requests for additional information, please do not hesitate to
contact Kenju Watanabe, at Skadden, Arps, Slate, Meagher & Flom LLP, 21* Floor, Izumi Garden
Tower, 1-6-1, Roppongi, Minato-ku, Tokyo, 106-6021; Japan (telephone 81-3-3568-2600/facsimile
81-3-3568-2620). Kindly/' acknowledge receipt of the foregoing by stamping and returning the
enclosed copy of this letter.

Very truly yours,
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August 1,2008
For Immediate Release

Address 26-1 Sakuragacka-cho , Shibuya-ku, Tokyo

Company name GMO Internet Inc.

Code No.9449  (First Section of TSE)

Company representative Masatoshi Kumagai , Representative Director and President
Contact person Masashi Yasuda, Managing Director

T E L 81- 3 - 5456 - 2655

U R L http:/fwww.gmo.jp

Notice regarding Major Shareholders

At the end of the second quarter of the current financial year (2006/30/06), we would like to take the
opportunity to provide you with the following information regarding our major shareholders.

We are not obligated to disclose this information under the Tokyo Stock Exchange Timely
Disclosure regulations paragraph 2 Item 1.2b. However, we have received a number of enquiries

from shareholders concerning our major shareholders, and as such we provide this information

voluntarily.
As of June 30* 2006 As of December 31 2005
Sharcholder No. of % Shareholder No. of %

Shares | of Shares Shares of Shares
Kumagai Masatoshi Office Lid. 22,400,000 36.11| [Kumagoei Masatoshi Office Lid. 22,400,000 36.11
HSBC Fund Service J2 2,726,500 4.39( |The Master Trust Bank of Japan, 3,271,000 5.27

Ltd (Custodial Account))
Masatoshi Kumagai 2,000,000 3.22] |Masatoshi Kumagai 2,000,000 3.22
Bayerische Vereinsbank A G. 1,886,600 3.04| [Japan Trustee Services Bank, Ltd 1,280,200 2,06
Customer Account ! : (Custodial Account)
HSBC Fund Service J1 1,362,000 2.19] |Bayerische Vereinsbank A.G. 1,250,200 201
Customer Account

SNFE MAC Japan Active 888,800 1.43] |Japan Securities Finance Co.,Ltd 1,082,900 1.74
Sharcholder Fund LP.
The Master Trust Bank of Japan, Ltd 878,300 141] |Nippon Life Co.,Ltd (Special Typs | 1,057,200 1,70
(Custodial Account) Pension Account)
Japan Trustee Services Bank, Ltd 705,200 1.13[ |SNFE MAC Japan Active 996,300 1.60
(Custodial Account) Shareholder Fund LP.
Kaoru Kumagai 600,000 0.96| [Calyon Paris Ordinary Account 932,100 1.50
CA-IS BANK, PARIS ORDINARY 596,900 0.96) |Morgan Stanley & Co. International 891,254 1.43
ACCQUNT Limited

GMED INTERNET GROUP
Copyright (C) 2006 GMO Internat, Lno. Al Rights Reserved.
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14 August, 2006

For Immediate Release

26-1 Sakuragaoka-cho , Shibuya-ku, Tokyo

Address

Company name . GMO Internet Inc.
Code No.9449  (First Section of TSE)}
Company representative

Contact person
T E L
U R L

Masatoshi Kumagai , Representative Director and President

Masashi Yasuda, Managing Director
03-5456-2555 (switchboard)

http:/fwww.gmo.jp

GMO Internet Group Revises Forecast Interim Consolidated Business Results for the Year Ending 2006.

GMO Internet Group has made the following revisions to the interim consolidated business results forecast for the
fiscal year ending December 2006 (1 January, 2006 to 31 December, 2006) that was published in the press release
“Consolidated and Non-consolidated Forecasts Revised for the Year Ending December 31, 2006 (8 May, 2006).

1. Revised Business Results Forecast
Revised Interim Consolidated Business Results Forecast for the year ending December, 2006 (from 1 January, 2006

to 30 June, 2006)
Sales Operating Profit Ordinary Profit Current Net Profit
¥ millions ¥ millions ¥ millions ¥ millions
Previous Forecast (8 May, 24,000 2,000 2,000 500
2006) (a)
Revised Forecast 23,042 2,009 1,927 193
Amount of 058 9 -73 -307
Increase/Decrease (b-a)
Percentage 4.0% 0.5% 3.6% -61.4%
Increase/Decrease
Actual Results for the
Previous Fiscal Year
(year-ending December,
2005) (for reference) 14,304 1,122 1,154 666

2. Reasons for Revision

The main factors causing current net profit to be revised are the Excess Interest Repayment Fund and the

Jiquidation of credit claim costs in the Internet Finance segment loans and credit business. In the first quarter 900

million yen was allocated to the Excess Interest Repayment Fund (an extraordinary loss of 410 million yen)
however in the current Interim Consolidated Financial Statement a further 207 million has been added bringing the

total balance of the find to 1.107 billion yen (an extraordinary loss of 1.050 billion yen transferred to the Excess

Copyrght (L1 2006 OMQ Intermat, Ing. All Pty Repmoed

GMO INTERNET GROUP |
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Interest Repayment Fund). The other contributing factor, costs associated with past liquidation of credit claims,

included the one time depreciation of a 278 million yen advance payment.
There has been no change to forecast year-end business results.
Please note the above projections are based on information available at the time of release. Future events may

cause year-end results to differ from forecast figures.

— GMO INTERNET GROUP l
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August 29,2006
Address 26-1 Sakuragaoka-cho Shibuya-ku
Company Name GMO Intemet Inc.

Representative Mr. Masatoshi Kumagai, President and Representative Director
(First Section of the Tokyo Stock Exchange, Code: 9449)

Contact: Mr. Masashi Yasuda, Managing Director
Telephone 03—5456—2555 (Switchboard)
URL http:/fwww.gmo.jp

Notice concerning the Sale of Drecom Co. Ltd. Shares

GMO Intermet announces the sale today (August 29, 2006) of the shares it held in Drecom Co. Ltd.
The number of shares sold was 290 and the selling price was ¥2,297,100 per share. (Total:
¥666,159,000) There will be no adjustments to our business results forecast as a result of this sale.

GMO INTERNET GROUP

Copyright {C) 2008 GMD brternet. Inc. AY Rights Ressrved,
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" August 30, 2006
For Immediate Release
Address 26-1 Sakuragaoka-cho , Shibuya-ku, Tokyo
Company name GMO Internét Inc.
Code No.9449  (First Section of TSE)
Company representative Masatoshi Kumagai , Representative Director and President
Contact person Masashi Yasuda, Managing Director
T E L 81- 3 - 5466 - 2b65H

U R L http:/fwww.gmo.jp

GMO Net Card Inc. Announces Plans to Acquire Just Inc. and Other Stock

GMO Internet Group Inc. loans and credit business subsidiary GMO NetCard Inc.
has announced its decision to acquire all outstanding shares in the personal finance

company Just Inc. and the 13 companies in its group (hereafter “target company”) .

1. Reasons for the Stock Aequisition

The target company’s credit costs are low and it has excellent loan assets worth over
30 billion yen. The acquisition will also allow GMO Net Card Inc. to take advantage of
the target company’s customer base to further expand its loans and credit business.

In addition to this, with its established high earning rate business model and the
benefit of GMO Internet Group Internet knowledge, we can expect a new revenue base

and an increase in income.

2. Stock Acquisition Schedule
Stock Transfer Contract Date August 28, 2006
Transfer of Stock August 31, 2006
The stock transfer contract comes into effect today (August 30, 2006) when the
financing transaction with Lehman Brothers Securities Inc. is due to be finalized.

3. Method of Stock Acquisition
The merger corporation ASA5 (1) acting as the assignee of GMO Net Card Inc,
acquired all stock in the target Company (Just Inc. and the 13 companies in the group)
An agreement was established between Lehman Brothers Securities Inc and the
agsignee merger corporation ASAS that Lehman Brothers Securities Ine., would lend
a maximum of 27.5 billion yen (23.9 billion yen will be lent on August 31, 2006).
" Lehman Brothers Securities will retain security rights for all target company stock

GO [HTERNEY GROUP

Cooyricht {C) 2006 GMO Intorat, Iac. All Rights Resarved
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and its loan assets which will eventually be securitized.

(3%1) The objective of acquiring all the target company’ s outstanding shares by the

merger corporation ASAD was established.

QOutline of Merger corporation ASAB

Business Name ASAB Merger Corporation

Business Details | Investment business

Established August 4, 2006
Head Office 3-22-10 Toranamon, Minato-ku Tokyo
Capital 10,000 yen

Representative Limited Liability Chukan Hojin ASA Holdings 4 (3%2)

(3%2) Limited Liability Chukan Hojin ASA Holdings 4 is a capital investor in ASAS Merger

Corporation.

Qutline of Limited Liability Chukar Hojin ASA Holdings 4

Business Name Limited Liability Chukan Hojin ASA Heldings
4

Business Details Investment Business

Established " | June 8, 20086

Head Office 3-22-10 Toranamon, Minato-ku Tokyo

Capital 8,000,000 yen

Representative Director: Masaki Aguni

Capital Investor GMO NatCard (100%)

4. Target Company Name, Number of Shares to be Acquired, Cost of Acquisition and

Ownership of the Stock around the Time of Acquisition.

Gopwight (C) 2008 GHO Internat. Ine. AN Rights Reserved.

Company Narme No. of Acquisition No. of
shares Cost shares owned
owned No. of shares after the Ownership
before the acquired acquisition Ratio
acquisition
(¥millions)
Just Inc. 0 60 2,955 60 100.0%
Like Card Ltd. 0 100 5 100 100.0%
Sanyo Credit Co. Ltd 0 60 2,742 60 100.0%
East Japan Credit Ltd 0 . 980 4,712 080 100.0%
GO INTRRNE Y GROLP
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Sunlife Led 0 100 5 100 100.0%
Sanai Credit Ltd 0 60 3,540 60 100.0%
Million Ltd o 60 1,970 60 100.0%
Afto Ltd. 0 60 1,757 60 100.0%
Japan Ltd. 0 60 7,607 60 100.0%
JC Ltd. ¢ 100 6 10Q 100.0%
Save Lud 0 260 1,437 260 100.0%
N Corporaticn Lid. 0 100 5 100 100.0%
TS Corporation Ltd. 0 100 5 100 100.0%
Total (13 compantes) 0 2,100 26,647 2,100 100.0%

Copyright (C) 2008 QMO Internt, Ino. Al Rights Reserved.
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5. Target Company (13 companies) Recent Statement of Business Results
The following information is provided about the target company whose shares were acquired by
ASAS5 Inc.
Target Company (13 companies) Qutline
(0 Buainess | Justine Like Card Ltd. Sanyo Cred! Ltd. | Enmat Jepan | Sunlife Ltd. Sanai Ltd, Million Ltd,
Name Credit Lad,
@  Buzinsts | Persenal financs Personal finance Personal finance | Personal fi P 1 i Pergonal fi P 1 G
Datails
(PEstabllshed September 6, | May9, 2005 September 6, | October2, 1979 May 8, 2005 Juas 18, 1984 Septembaor 1,
1684 1084 1984
©Head Ofice 2:1-11 Aramachi, | 2:1°11 Aremachi, | 2-1-11 Aramachi, | 548 1-4-48 Ichiko, | 4-1-G Toul ki, 1-3-1 Ka, ich
Agmorishi Aomorishi Acorishi Kaiunbashldori Qosnki Yamag thi Yamaguiashi
| Morlokas
® Directart Directart Director! Di ; Directar: Director: Director:
Representative | Hiroshi Azuma Tsuyoshi l{udo Hojl Inomato Maxatoshi Kohei Yokoyamn | Kerue Kimura Shinys Sudou
Trukaharm
@Capilﬂl ¥3,000,000 5,000,000 ¥3,000,000 ¥19,800,000 %5,000,000 3,000,000 ¥3,000,000
@ Gutstanding 60 100 980 100 w 0
Shares -
@ ¥2,595,000,000 “¥37,00:0,000 %2,407,000,000 ¥4,127,000,000 ~¥17,000,000 ¥3,000,000 3,000,000
Sharehaldars'
Equity
(®Tolal Assets ¥5,683,000.000 ¥581,000,000 ¥5,082,000,000 %9,208.000,000 ¥158,000,000 1 7,347,000,000 ¥5,288,000,000
® Acoounting | June 1 toMay 31 | June LtoMay 31 | JuneltoMay 31 | JuneltoMoy 3l | June 1toMay 31 | June 1w May3l Juna 1 to May 31
Perind
[ Majer General Gangral General GCeneral Ganeral General General
Customers ) Cust c [ Cust & 3 Cust
[€] Majar
charcholders 1 pieuks Mitsuko Mitauko Mitsuks Mitsuko Mitsuk Mitauko
ond  voling | Pyvaheabi Tukshashi kahushi iabeshi Takahsshi Takahaehi(63.3%) | Tekzbasti
ﬂg":;‘ lover | “(63.9%) and 8 | (530%) and 2 | (563%) and 2 | (610%) end 2 | (63.0%) snd g | TSR0 | (63.5%) and 2
X other people other people ather poaple ather paople other people TReoRie 1 other people
(D' DBusiress | AliaLtd. Japan Lad. JC Lid, Save Ltd N Corporation | TS Corporation
Neme L, Lid,
@ Business | P i Py | inante | Personal finance | P 16 P I Gnance | Personnl! finance
Details
DEstablished Scptember B, | September B, | April 25, 2005 September 2, | October 20, 2006 November 18,
1884 1984 1999 2008
@Hend Office 1491 Kasumicho | 16-23-803 Okaji 618 Nal hi, [] Mik: hi, | 2+6°8 Shinoda 1-10-408
Yamagata shi Miyaginoku, Koriparanshi Hachincheahi Aomarishi Seineicho
Sendot Shi ' Fukughima
® Tirector: Dirsctor: Director: Director: Directors Director:
Representatlve | Tekshiko Sudo Takeshi Sazaki Ryo Sato Masshiro Kudo Hiroshi ToshiyeSaiwh
Numnyama
FDLClpiul ¥3,000,000 %3,000,000 ¥£,000,000 ¥13.000,000 5,000,000 ¥5,000,000
@ Outatanding [4] 60 100 260 100 100
Shares
W L,648,000,000 ¥8,617,000,000 “¥2,000,000 ¥1,2562,000,000 ¥6,000,000 ¥5,000,000
Shareholders’
| Equity ]
@Total Assats %3,808,000,000 ¥14,065,000,000 ¥42,000,000 ¥2,681,000,000 ¥5,000,000 ¥5,000,00
@ Accounting | June 1toMay 31 | Juns 1toMoy 31 | JuneltoMay 31 | June ltoMay Bl | June 1to Moy 31 | June 1toMay 81
Petiod
[i1] Major General General Genernl GGenaral General General
Customers C; Cust Cust " Cugt . [ C
@ Mar | ke Mitsuko Mitsuko Mivsuko Mhsuko Miteuko
sharcholders | mypahanh Takahashi Takahashi Takahashi Takghashi Takahashi
und “"t;':l (633%) and 2 | (533%) snd 2 | (58.8%) ond 2 | (502%) and 2 | (620%) snd 2 | (82.0%) and 2
T::;" | other paople ather people other people other people other people other people

GMLCY INTERNET GROUP

Cogyright (0} 2006 GMD Intarnet, Ine. Afl Rights Resarved.
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Target Company (13 companies) Recent Statement of Business Results

- Accounting Period: Year Ending Ordinary Profits Current Net Profit
Sales (¥millions)
May 2005 (¥millions) (¥millions)

Just Inc. 963 521 341
Like Card Lud. - - -
Sanyo Credit Co. Ltd 914 519 338
Bast Japan Credit Ltd 1,741 8M 593
Sunlife Ltd - — -
Sanal Credit Ltd 1,408 706 473
Million Ltd 963 8361 217
Alto Ltd. 738 328 220
Japan Ltd. 2,734 1,624 1,064
Japan Ltd. - - -
Save Ltd 858 299 192
i Corporation Ltd. - - -
TS Corporation Ltd. - - -

Total 10,020 5,229 3,438

Accounting Period: Year Ending Ordinary Profits Current Net Profit
Sales (¥millions)
May 2006 (¥millions) {¥millions)

Just Inc. 876 455 278
Like Card Ltd. 50 -42 -42
Sanyo Credit Co. Ltd 202 476 284
East Japan Credit Ltd 1,663 817 517
Sunlife Ltd 2 -22 -22
Sanal Credit Ltd 1,332 630 899
Killion Ltd 957 319 218
Alto Ltd. 698 294 182
Japan Ltd. 2,742 1,630 983
Japan Ltd. - 7 -7
Save Ltd 534 272 166
N Corporation Ltd. - - -
TS Corporation Ltd. - - -

Total 9,756 4,822 2,951

GEMO INTERNET GROUP

Copyright (C) 2008 GMO Intamat. bre. All Rights Ruserved
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6. Impact on the GMO Internet Group Business Results
Business results forecasts for the target company are currently being prepared and
will be released aa soon as they are finalized.
Please refer to the press release Notice of Addition to Total Assets
(August 30, 2006) for information regarding the effects on the GMO Internet Group
consolidate financial position.

CRACY INTER NET GROI-

Copyright C) 2006 GMO Intermst. Inc. All Rights Roserved.
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August 30, 2006
For Immediate Release
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Address
Company name
Code No.9449
Company representative
Contact person

T E L

U R L

26-1 Sakuragacka-cho , Shibuya-ku, Tokyo

GMO Internet Inc.

(First Section of TSE)

Masatoshi Kumagai , Representative Director and President

Masashi Yasuda, Manaéing Director

81- 3 - 456 - 25556
hitp:/fwww.gmo.jp

Notice of Addition to Total Assets

GMO NetCard Inc., a consolidated subsidiary of GMO Internet Group Inc, in the loans and credit
business, today (August 30, 2006) resolved to acquire all shares in the personal finance company Just Inc.

and the 13 companies in its group.

As a result of the loan intended to fund the stock acquisition, GMO Internet Group Inc. total assets will

increase over 30% above net assets on the last day of the previous financial year (Year Ending December

2005).

There will be no impact on non-consolidated total assets or net assets ratio.

1. Increase in Total Assets

Year Ending December After Borrowing Amount of Increanse
2005
Total Consolidated (¥thousands) (¥thousands)
Assets . 88,057,369 112,039,369 ¥23,982,000,000

2. Percentage Increase in Total Assets

Year Ending December

Proportion of net assets

2005 , Net Assets Amount of Increase (b) (b/a)
(a)
Consolidated net (¥thousands) (¥thousands) %
asset ratio 23,982,000 147.3

16,282,890

CHC TN ERNE T GROQUP

Gopyright (C) 2008 GMT [ntynal, bne. All Rights Resarved.
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[Details of the Loan]

2zl

. Source of Loan
Amount of Loan
. Date of Contract
. Date Effective

. Colateral

an b W N e

6. Other

Lehman Brothers Securities Ine.

¥23,982,000,000

August 30, 2006

August 31, 2006

Equities and loan portfolio of the company assigned by GMO
NetCard Inc.

GMO NetCard Inc. intends to securitize the loan portfolio for this
acquisition, Details will be disclosed as soon as they are
confirmed

(2]

MO INTERNET GROUP

Copryright {C) 2000 IMO Internmt, Ine. All Rights Resarved.
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11 September, 2006

For Immediate Release

Address 26-1 Sakuragacka-cho , Shibuya-ku, Tokyo

Company name GMO Internet Inc,

Code N0.9449  (First Section of TSE)

Company representative Masatoshi Kumagai , Representative Director and President
Contact person Masashi Yasuda, Managing Director

T E L 03-5456-2555 (switchboard)

u R L http:/Awww.gmo jp

GMO Internet Group Announces Change in Dividend Policy and a Revision to Forecast Dividends.

The GMO Internet Group Board of Directors meeting decided today to amend dividend policy. As 2
result, end of term dividend per share and the year-end dividend forecast have been revised.

1. Change in Dividend Policy

The GMO Internet Group places importance on returning profits to shareholders and it is our
policy to maintain stable dividends.

The dividend policy was amended to include a target dividend péayout ratio of 33% of
Consolidated Current Net Profit in order to further define the importance of retuming profits to

investors.

2. Revision to Forecast Dividends
As a result of the new target dividend payout ratio of 33%, the forecast year-end dividend per
share for the year ended December, 2006 in the FY2006 Non-consolidated Interim Financial

I Statements (14 August, 2006) has been revised.

Interim Dividend |  End of Term Year-End Dividend
Dividend
Forecast for the year-ended ¥3.00 ¥5.00 ¥12.00
December 2006
Previous forecast ¥3.00 ¥3.00 ¥6.00
(14 August, 2006)

GMO INTERNET GROUP

Gpyricht (G 2005 QM Intamat, Inc. AZ Rights Reserved,
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Section 1

Corporate Information

No.l Summary of the Company

1. Changes in major management indicators, etc.

(1) Changes in key management indicators, etc. for the most recent three consolidated interim accounting terms

and two consolidated accounting terms.

. First Half of the | First Half of the | First Half of the
B Y th th
usiness Year 14" Term 15™ Term 16 Term 14" Term 15" Term
From January 1, | From January 1, | From January 1, Fromilgg:ary 1, | From il(a)ggary L
Accounting term 2004 2005 2006 To December 31.|To December 31
To June 30, 2004|To June 30, 2005|To June 30, 2006 ' ’
2004 2005

Operating profit m;;f)a“" 9,828,127 | 14,304,032 23,042,961 23,561,986 37,219,808

Ordinary profit ('Hl;::)and 1,181,595 1,154,241 1,927,263 2,805,478 4,103,097

Net profit or Net loss (-) m;c‘:f)““d 1,748,973 666,603 193,030 2,563,068 3,258,953

Net assets ('”’;e“:)"“d 11,869,221 13,627,780 24,076,581 13,350,626 16,282,850

Total assets m;“:)"“" 20,388,614 27,487,365 92,844,847 27,896,802 88,057,369

Net assets per share (Yen) 424.50 222.08 278.63 217.93 262.51

Net profit per share (Yen) 62.87 10.88 3.2 44.81 52.68

Net profit per share after .

adjustment of latent (Yen) 61.80 10.80 3.02 44.16 52.39

shares

Net worth ratio (%) 58.2 49.6 18.6 47.9 18.5

Cash flow from operating (Thousand . ]

s yen) 494,903 - 378,262 353,429 2,436,921 158,357

Cash flow from investing (Thousand| 5 ¢y 743 - 412,426 . a23266] - 1,112,515 | - 22,733,175

activities yen) .

Cash flow from financial (Thousand

e Jem) 19,258 797,533 686,139 1,439,562 34,748,770

Balance of cash and cash

equivalents at the end of Cih;eu:;nd 11,701,637 11,327,451 23,931,370 11,319,354 23,202,882

term

Number of employees

(figures in parentheses (Peoplc) 578 954 1,360 872 1,169

are the average number of © COF (279) (844} (386) 496) (667)

tempotrary employees)

{Notes) . Operating profit does not include consumption tax, ete.
2. From the consalidated interim accounting term under review, the “Accounting Standard for Presentation of Net Assets

in the Balance Sheet” (ASBJ Stetement No.5 on December 9, 2005 by the Accounting Standard Board of Japan) and

the “Guidance on Accounting Standard for Presentation of Net Assets in the Balance Sheet” (ASBJ Statement No.8 on

December 9, 2005 by the Accounting Standards Board of Japan) were applied.



(2) Changes in major management indicators, efc. of the company submilting the report for the most recent

three consolidated interim accounting terms and two consolidated accounting terms

Business Year First Half of the | First Half of the | First Half of the 148 T, 150 T
14" Term 15" Term 16* Term o il
From January 1, | From January 1, | From January 1, From;;g:ary L me;g?.;"y 1,
Accounting term 2004 2005 2006 To D ber 31.|To Decemb
To June 30, 2004|To June 30, 2005|To June 30, 2006| © December 31,/ To December 31,
2004 2005

Operating profit m’;e“:)a“d 3,799,012 5,136,113 5,938,513 8207273 | - 9,921,292
Ordinary profit (Th;:“lf)a“d 616,466 039,307 1,325,757 1,315,925 1,580,848
Net profit (Th;“:)‘"d 1,531,629 913,362 1,417,456 2,198,740 1,687,658
Capital (“;e‘:f)““d 3311,130 3.311,130 3,311,130 3,311,130 3,311,130
No. of shares issued (Shares) 28,364,394 61,601,988 62,031,378 61,601,988 62,031,378
Net assets (Th;::)‘md 10475774 | 11,713,202 | 14910,562 | 12,088,597 12,574,851
Total assets m‘;e‘:f)““" 13019808 | 16,017,866 | 49,084,191 { 17,861,754 | 46,358,522
Net assets per share {Yen) 374.67 190.88 24048 197.64 203.01
Net assets per share (Yen) 55.06 1491 2288 38.75 2747
fcﬁzl‘s’m;fg. sharealler  (Yen) 54.12 1479 22.83 38.19 2732
:‘1’;‘[2'(“&2:1‘:;;“" per (Yen) 4.00 3.00 3.00 5.00 6.00
Net worth ratio (%) 80.5 73.1 30.4 67.7 27.1
Number of employees
(figures in parentheses (Peop! e). 186 217 362 139 221
arc the average]numbgr of WP (115) (170) (233) (123) (151)
temporary employees

(Notes) 1. Operating profit does not include consumption tax, ete.
2. The interim dividend per share for the first half of the 14™ term was a commemorative dividend marking the fisting of
the Company's shares on the Second Section ef the Tokye Stock Exchange on February 27, 2004, and totaled

111,840,000 yen

3. From the consolidated interim accounting term under review, the “Accounting Standard for Presentation of Net Assets
in the Balance Sheet” (ASBI Statement No.5 on December 9, 2005 by the Accounting Standard Board of Japan) and
the “Guidance on Accounting Standard for Presentation of Net Assets in the Balance Sheet” {ASBJ Statement No.8 on
December 9, 2005 by the Accounting Standards Board of Japan) were applied.



2. Description of the business .
There was no significant change in the businesses operated by the Company Group (the Company and its
affiliates) during the consolidated interim accounting term under review. Major changes in affiliates during the

consolidated interim accounting term under review are as follows:




(2) Business Qrganization Chart

GMO Research Institute Inc.

Mighty Server, Inc.

Intemnet Use Support Business Internet Advertising Support Business (Media Business)
{Internet [nfrastructure Business}
Company
GMO Hosting & Security, Inc. -
> - ' GMO MediaHoldings, Inc. ]
[ WEBKEEPERS, INC. r
> o GMO Media, Inc. J
@YMC CORPORATION ]

> o Tea Cup Communication, Ltd. ]
[ Paperboy &Co. ] :

o GMO Ad Networks, Ine. ]
[ Intemet Number Corporation ] -

: [ Magelick Inc. ]
[ Grandsphere Co., Ltd.

o F (MO San Planning, In¢. ]
[ GeoTrust Japan, bnc. ] \

: ( GMO Games, Inc. J
[ GMO Payment Gateway, Inc. :

*‘ Net Clue, Inc. J
[ Payment-One, Inc. :

-/ GMO Research, Inc. ]
{ GMO blog, Ine, :
[ g JWord Inc. ]

\

[ Epsilon Inc. ]

[ MAKESHOP Co., Ltd. J
»

g 1L

Internet Finance Business
rcmo NETCARD, [nc. - ] GMO VenturePartners, Inc.
; s GMO Venture Partners Investment Limited
[ GMO internet securities, lnc. J Partmership
Blog Business Fund Tnvestment Limited
Partnership .

Consolidated



3. Status of Affiliated Companies

Changes in affiliates during the consolidated interim accounting term under review are as follows:

(1) New
Capital stock or| Percentage of voting
Company name Address investment Business Details rights or equity share Descrip' ﬂon' of
(thousand yen) eld (%) relationship
KConsolidated subsidiary)
Three directors hold
g Vi ; concurrent posts.
(GMO VenturePartners, Inc. shbupake, | g1gg00 | T capial 1000 [Financis) support
operations Lease of the office
space
I . [Two directors hold
. . Shibuya-ku, nternel securitics kconcurrent pasis,
GMO internet securities, Inc. Tokyo 800,000 operations 872 [ eace of the office
ppace
. our directors hold
Shibuya-ku, Online Sh_°P oncurrent posts.
MAKESHOP Co., Ltd. Tokyo 15,000 construction ASP 58.7 inancial support
operations of the office
pace
Strategic planning for directors hold
. . Shibuya-ku, . . neUFEnt pests.
GMO MediaHoMings, Inc. Tokyo 270,000 | the media business as 100.0 e of the office
a whole pace
Operation and
: Shibuya-ku provision of the 100.0
Epsilon Inc. ' 98,000 . .
peion Tokyo enline credit network (100.0)
for credit cards
. Shibuya-ku Web Hosting 100.0
i Server, Inc. ' 15,000 .
ghty Tokyo operations (100.0)
IGMO Venture Partriers Investment Shibuya-ku, 1,260,000 Venture capital 317
I imited Partnership Tokyo ' operations 3LD
log Business Fund Investment Limited] Shibuya-ku, 1.010.000 Venture capital 9.9
rtnership Tokyo o operations 317

(Notes) 1. Netclue Japan Co., Lid.

and GMO-interTAINMENT, Inc. were merged on April 1, 2006 with Netclue Japan Co., Lid.

the surviving company. With the merger, the name of the company was changed to GMO Games, Inc.

2. GMO internet securities, Inc., MAKESHOP Co., Ltd., Bpsilon Inc., Mighty Server, Inc., GMO VenturePartners, Inc.,

GMO Venture Partners Investment Limited Partnership, and Blog Business Fund Invesiment Limited Partnership
became consolidated subsidiaries from the consolidated interim accounting term under review, as their significance

increased.

[T

GMO MediaHoldings, Inc. was established on April 1, 2006.

4. Although our stake in GMO Venture Parters Investment Limited Partnership and Blog Business Fund Investment

Limited Partnership did not exceed 50 hundredihs, we made them our subsidiaries, as we have effective contro! over

them.

5. Figures in parenthesis in the “Percentage of Voting Rights Held by the Company™ section indicate the percentage of

indirect ownership.

(2) Exclusion

January 1, 2006 with the Company being the surviving company.

GMO-inter TAINMENT, Inc. was merged with Netclue Japan Co., Ltd. and dissolved as of April 1, 2006 with

|
‘ GMO Communications Co., Ltd.,, T
|
|
. Netclue Japan Co., Ltd. being the surviving company.

ELECOM ONLINE Inc. and Solis Corporation merged and dissolved as of



4, Employees situation

(1) Employee situation at consolidated companies

As of June 30, 2006
Segment name based on business type Number of employees (peaple)
Internet Use Support Business
{Internet Infrastructure Business) 700302)
Intcrnet Advertising Support Business

(Media Business) M3 (32)
Internet Finance Business 245(32)
Total 1,360 (386)

(Notes) 1. Number of employees shows the number of working employees.

2.The figures in the parenthesis in “Number of employees” denote the average number of temporary employees

during the consolidated interim accounting term under review.

3."The increase in the number of employees by 191 from the end of previous term was a result of the expansion of the

business.

(2) Status of the Company submitting the report

As of June 30, 2006

Number of employees (people} 362(233)

(Notes) 1. Number of employees shows the number of working employees.

2. The figures in the parenthesis in “Number of employees” denote the average number of temporary employees

during the consolidated interim accounting term under review.

3. The number of employees increased 141 from the end of the previous fiscal year. This is an increase resulting from
the absorption of consolidated subsidiaries and the expansion of business.

(3) Status of the labor union

The employees have not been unionized. The employer-employee relationship has been good.



No.2 Status qf the Business

1. Cutline of Business Results
(1) Business Results
We report here the business results for the interim term ending December 2006 (from January 1, 2006 to June
10, 2006)

<General business conditions>
During this consclidated accounting term under review, the Japanese economy continued to show signs -of'
economic recovery with a recovery in corporate plant and equipment investment and an increase in share prices,
etc. In the Internet market, which is the arena in which the Group operates, the number of users of broadband
services reached 31,240,000 in Japan at the end of March 2006. The Internet environment is now firml ¥
established, and Internet use continues to grow (*).
In this environment, the Internet Use Support Business (Internet Infrastructure business) saw rising needs for
the Internet use support services, particularly in small and medium-sized companies, and steadily enhanced its
customer base. To integrate management resources, the Company also absorbed GMO Communications Co.,
Ltd., TELECOM ONLINE Inc., and Solis Corporation as of January 1, 2006, with the Company as the
surviving company.
In the Internet Advertising Support Business (Media Business), the monthly number of users amounted to
21,520,000 in June 2006, according to research by Nielsen NetRatings, which ranks third in Japan.
In the Internet Finance Business, we entered into capital and business alliances with eBank Corporation to
strengthen our customer base, However, in light of the information statement released by the Japanese Institute
of Certified Public Accountants on March 15, 2006 entitled “Cautionary Notes on Audits in Consumer Credit
Companies,” we posted an Allowance for a Loss on Interest Reimbursement frem this period, which had an

impact on the results for the quarter under review.
As a result, during this quarter's consolidated aceounting period, the Group recorded sales of 23,042,961,000

yen (up 61.1% year-on-year), operating profit of 2,009,152,000 yen (79.0% increase year-on-year), ordinary
profit of 1,927,263,000 yen (67.0% increase year-on-year), and current profit of 193,030,000 yen (71.0%
decrease year-on-year),

<Segment Information>
» Internet Use Support Business (Internet Infrastructure business)

The Internet Use Support Business (Intemet Infrastructure business) recorded sales of 8,025,892,000 yen, down
4.7% from the previous year, and operating profit of 1,271,930,000 yen, down 10.6% from the previous year.
Although the main business, namely the domain acquisition business, Web hosting operations, and the credit
card payment processing operations, posted robust income gains, temperary income was posted for the
l enterprise communications business in the previous consolidated interim accounting term. As a result, sales for

the interim accounting term under review declined on a year-on-year basis.

+ Internet Advertising Support Business (Media Business)

The Internet advertising support business (media business) posted sales of 6,018,853,000 yen (up 0.1% from
the previous year) and operating profit of 262,324,000 yen (an operating loss of 330,087,000 yen for the
previous year). Profitability improved significantly thanks to the higher sales and productivity of the JWord



business.

- Internet Finance Business

The internet finance business recorded sales of 9,140,250,000 ven and operating profit of 416,051,000 yen,
despite posting start-up expenses for the commencement of the Internet securities business at GMO internet
securities, Inc. and an allowance for the loss on interest reimbursement at GMO NETCARD, Inc. from the
current fiscal year in accordance with the Auditing Guidelines for Consumer Finance Companics, Efc.
published by the Japanese Institute of Certified Public Accounts on March 15, 2006.

# According to the “Changes in the Number of Subscribers for Broadband Service (at the end of March, 2006)” released by
the Ministry of Internal Affairs and Communications

(1) Cash Flow

The balance of cash and cash equivalents (hereinafter called “cash™} on a consolidated basis at the end of the
interim accounting term under review increased 12,603,919,000 yen from the end of the previous consolidated
interim accounting term, to 23,931,370,000 yen. This balance reflected net cash used in operating activities of
353,429,000 yen, attributable to the payment of income taxes and other amounts, net cash used in investing
activities of 423,266,000 yen with the acquisition of intangible fixed asses and investment securities, and net
cash provided by financing activities of 686,139,000 yen, the result of proceeds from the issuance of shares to
minority shareholders despite the repayment of borrowings.

The status of each cash flow item during the consolidated interim accounting term is as follows:

Net cash used in operating activities was 353,429,000 yen (378,262,000 yen for the same period a year ago),
reflecting an increase in cperational loans of 534,295,000 yen and the payment of income taxes of
2,394,691,000 yen, offsetting income before income taxes and minority interests of 1,330,314,000 yen.

Net cash used in investing activitics was 423,266,000 yen (412,426,000 yen for the same peried a year ago) as
a result of the acquisition of investment securitics of 1,790,730,000 yen and the acquisition of intangible fixed
assets of 1,114,207,000 yen, offsetting proceeds from the sale of shares in subsidiaries of 1,338,506,000 yen.

Net cash provided by financing activities was 686,139,000 yen (down 14.0% year on ycar), attributable to long-
term debt and short-term borrowings of 45,802,304,000 yen and proceeds from the issuance of shares to
minority shareholders of 411,735,000 yen, despite payments of bond redemptions of 31,075,000,000 yen and
reductions in long-term debt and short-term borrowings of 15,62%,456,000 yen.



2. Production, Orders and Sales
(1) Results of production
n/fa

{2) Results of purchase

Item Amount of purchase Change from
(thousand yen) year-ago level (%)
Internet Use Support Business (Internet Infrastructure Business) 8,n7 109.7
Internst Advertising Support Business (Media Business) 2,362,234 93.7
Total . 2,370,952 9.7

{Notes) 1. Figures do not include consumplion tax.
2. Figures arc shown using purchase prices.

(3) Results of orders received

Jtem Amount of orders received|  Change from Backlog of orders Change from
(thousand yen) year-ago level (%) {thousand yen) year-ago level (%)
Internet Use Support Business
(Internet Infrastructure Business) 440,894 8.8 145,099 1169
Internet Advertising Support
Business (Media Business) 4,060,349 96.0 413,145 132.8
Total 4,501,244 95.4 558,245 128.3

(Notes) 1. Figures do not include consumption tax.

(4) Sales results

Item Sales Change from
{thousand yen) year-ago level (%)
Internet Use Support Business (Internet Infrastructure Business) 7,963,200 95.3
Intemet Advertising Support Business (Media Business) 5,939,510 99.8
Internet Finance Business 9,140,250 -
Total 23,042,961 161.1

(Notes) 1. Figures do not include consumption tax.
2. The ratio of the results of sales to each major customer and the results of szies under review to the results of total
sales is less than 10% for the previous accounting term and the accounting term under review and entry is
thercfore omitied.




3. Issues for the Company
During the consolidated interim accounting term under review, there was no significant change or new issue

arising with respect to the business and financing of the Group.

4. Primary agreements, etc. in business
The basic agreement for the provision of cash management services between the Company and its consolidated
.subsidiaries
The Company concluded an agreement, described below, with its subsidiaries and affiliates for the purpose of

improving the efficiency of Group financing, management and settlement operations.

:lgarn:n? : ot GMO Internet Group's Basic Agreement For the Provision of Cash Management Services

g‘;“;‘;g:g““’ Magclick Inc. and GMO San Planning INC. (Note)
Collective cash management services for the GMO Internet Group, including account management services

Main content such as the balance management of concentration accounts (including super short-term deposits), cash
transactions including loans and deposits, and associated cash transfers among participating companics, and
accounting handling.

(Note) The Company had concluded the above agreement with its subsidiaries, namely GMO Payment Gateway, Inc., GMO
HOSTING & SECURITY, INC., GMO NETCARD, Inc., JWord Inc., and GMQ intzrnet securities, Inc., before the filing

date of the semiannual report.

5. Research and development activities
Total research and development expenses for the Group in the consolidated accounting term under review reached
65,806,000 yen. The expenses were primarily for improvement of server functions and research and development

for various salutions that GMO Hosting & Security, Inc., 2 consolidated subsidiary, has been implementing.



No.3 Status of Facilities

1. Status of major facilities
There was no item requiring particular mention during the consolidated interim accounting period under review.

2. Plan for new installation and retirement, etc. of fécilities

There was no item requiring particular mention during the consolidated interim accounting period under review.



No.4 Status of the Company Submitting the Report

1. Status of shares, etc.
(1) Total number of shares, etc.
1) Total number of shares

Total number of shares that can be issued (shares)

Type
Common shares 248,125,000
Total 248,125,000
2) Outstanding shares
Number of shares issued . Name of securities
[Mumber of shares issued as exchange of listing or Details

as of the end of the of the date of submission

ame of securities dealers

Type interimn accountin
g term
(June 30, 2006) (September 22, 2006) association of rcgisumionl
Common shares 62,031,378 62,128,378 F'gﬁf;::ﬂ;‘;‘?" —
Total 62,031,378 62,128,378 —_ _



{2) Status of equity warrants, etc.
The Company issued equity warrants in accardance with the provisions of Article 280-20 and Article 280-21 of
the Commercial Code as follows.

Extraordinary resolution date of the Extraordinary General Sharcholders M_eeting {August 30, 2002)

As of the end of the interim accounting term As of the ead of ﬂ.’e !nonth
(June 30, 2006) preceding the submission date

(s of August 31, 2006)

Number of equity warrants 123 (Note 1)
Type of share associated
with equity warrants Common shares
Number of shares
associnted with equity 123,000 shares (Note 2)
warranis
Amount to be paid on
exercise of eqnl:ity warranis 353 yen per share (Note 2)
ixa::\st: period of equity From September 1, 2003 to August 31, 2006
(1) Issue price of shares
353 yen per share (Note 2)
(2} Amount included in capita) from the
Issuance price and amount ']5;;1;1‘: price
;T;ﬁ?éﬁ;i%m&?ote:h (When the payment amount is adjusted
exercise of equity warrants according to Note 2, the amount included in o/a (Note 3)

capital is half the payment amount after
adjustment. Further, fractions arising as a
resuit of the calculation are rounded down to
the nearest whole yen.}

(1) Recipients of equity warrants must be
directors, auditors, executive advisors,
employees or corporate advisors of the
Company or the Company's affiliates, or

Conditions for exercise directors or employees of the major clients

of equity warrants of the Company Group as of the exercise
of equity warmants.
(2) Successors of the recipients may not
exercise equity wamrants.
The transfer of equity warmants requires the
za“fftymﬂ:;‘iommmf“ approval of the Board of Directors of the
“ Company.
Items related to /a
substitutive payment

{Notes) . The number of shares 1o be issued on the exercise of each equity warrant is 500. However, when the Company
carries out a stock split or a reverse stock split, etc. of its common shares, the number of shares to be issued on the
exercise of equity warrants will be adjusted using the equation in the following paragraph.

2. Adjustment of the number of shares as the purpose of equity warrants and the payment amount

(1) Adjustment of shares
When the Company carrics out a share split or a reverse share split after issuing equity warrants, the number of
shares associated with the equity warrants is adjusted with the following equation. However, the adjustment is made
only to the number of sharcs associated with equity warrants that have not been exercised as of that time, Fractions
of less than one share are discarded.

Number of shares after adjustment = Number of shares before adjustment X Ratio of share split or reverse share split

Further, when the Company merges with another company or consolidates with another company and the equity
warrants are transferred, when the Company conducts e share swap with another company with the Company
becoming the 100% parent company, er when the Company consolidates with another company by establishing a
new company Of carries out a merger by divestiture with another company, the Company will adjust the number of
shares associated with the equity warranis.




(2) Adjustment of the payment amount
When the Company carries out a share split or a reverse share split after issuing equity warrants, the payment
amount per share will be adjusted with the following cquation. Any fraction of less than one yen will be rounded

down.

Payment amount per Payment amount per
share after = share before X . )
. . Ratio of share split or
adjustment adjustment

reverse share split

When the Company merges or consolidates with another company and the equity warrants are transferred to the
other company, when the Company conducts a share swap with another company with the Company becoming the
100% parent company, or when the Company consolidates with another company, establishing a new company or
carries out a merger by divestiture with another company, the Company will adjust the payment amount per share.

3. All of these stock subscription rights had been exercised prior to August 31, 2006.



Extraordinary resolution date of the Regular General Shareholders Meeting (March 29, 2005)

As of the end of the interim accounting term As Of.. the end of ﬂ.“: Enonl.h
(June 30, 2006) preceding the submission date
(as of August 31, 2006)

Number of equity warrants 100 (Note 1)
Type of share associated
with equity warrants Common shares
Number of shares
associated with equity 10,000 shares (Note 2)
warrants
Amount 1o be paid on
exercise of eqll:ity warrants 3,039 yen per share (Note 2)
Exerci iod of equi .
e periot equity From April 1, 2006 to March 28, 2015
(1} Issuc price of shares
3,039 yen per share (Note 2}
(2) Amount included in capital from the
: issuance price
Issuance price and amount 1,520 yen

included in capital when
shares are issued through
excrcise of equity warrants

{When the payment amount is adjusted
according to Note 2, the amount included in
capital is half the payment amount after
adjustment. Further, fractions arising asa
result of the calculation are rounded down to
the nearest whole yen.)

Conditions for exercise of
equity warrants

(1) Recipients of equity warrants must be
directors, auditors, exccutive advisors,
employees or corporate advisors of the
Company or the Company's affiliates, or
directors or employees of the major clients
of the Company Group as of the exercise
of equity warants.

{2) Successors of the recipienis may not
exereise equity warrants.

Matters related to transfer
of equity warrants

The transfer of equity warrants requires the
approval of the Board of Directors of the
Company.

Items related to
substilutive payment

na

Same as the left

(Notes) 1. The number of shares to be issued on the excreise of each equity warrant is 500. However, when the Company
carries out a stock split or a reverse stock split, etc. of its common shares, the number of shares to be issued on the

exercise of equity warrants will be adjusted using the equation in the following paragraph.
2. Adjustment of the number of shares as the purpose of eguity warrants and the payment amount
(1) Adjustment of shares

When the Company carries out a share split or a reverse share split after issuing equity warrants, the number of
shares associated with the equity warrants is adjusted with the following equation. However, the adjustment is made
only to the number of shares associated with equity warrants that have not been exerciscd as of that time. Fractions
of less than one share are discarded.

Number of shares after adjustment = Number of shares before adjustment X Ratio of share split or reverse share split

Further, when the Company merges with another company or consolidates with another company and the equity
warrants are transferred, when the Company conducts a share swap with another company with the Company
becoming the 100% parent company, or when the Company consolidates with another company by establishing a
new company or camies out a merger by divestiture with another compeny, the Company will adjust the number of
shares associated with the equity warrants.
(2) Adjustment of the payment amount

When the Company carries out a share split or a reverse share split after issuing equity warranis, the payment
amount per share will be adjusted with the following equation. Any fraction of less than one yen will be rounded




down.

Payment amount per Payment amount per 1
share after = share before X Ratio of share split or
adjustment adjustment reverse share split

When the Company merges or consolidates with another company and the equity warrents are transferred to the
other company, when the Company conducts a share swap with another company with the Company becoming the
100% parent company, or when the Company consolidates with another company, establishing a new company or
carries out 3 merger by divestiture with another company, the Company will adjust the payment amount per share.




(3) Changes in the total number of shares issued and capital, ete.

Ch::: gmeb:: (t)c;_tal Ba:f;‘:}%g{;?.m Changein | Outstanding Changein | Qutstanding
Month, Date, Year p N capilal capital capital reserve | capital reserve
shares issucd | shares issued P
(Shares) (Shares) (Thousand yen)|(Thousand yen)|(Thousand yen}|{Theusand yen)
From January 1, 2006 —~| 62,081,378 —| 3311130 —| 5238528

10 June 30, 2006

(Note) From August | to August 31, 2006, the following new shares were issued in accorda:

stock subscription right.

nee with the exercise of the first

Ch:.T 1%%:: ‘t:;‘tal Ba:lz:]n;;;f;?ml Change in OQuistanding Change in QOutstanding
Month, Date, Year . : capital capital capital reserve | capital reserve
shares issued | shares issued (Thousand yen) 4 4 Th ’
(Shares) {Shares) yen)|(Thousend yen){(Thousand yen)((Thousand yen)
August 31, 2006 07,000 | 62,128,378 17,169 3,328,299 17,072 5,255,600
(4) Status of major sharcholders
As of June 30, 2006
Ratio of number
N . Number of shares of shares held to
ame or Title Address held (Thousand
shares) totsl nur.nber of
shares issued
Masatoshi Kumagai Office, Lid. 3-18-16, Minami-Aoyama, Minato-ku 22,400 36.11
HSBC Fund Service 12 1 QUEEN'S ROAD CENTRAL HONG 2,726 4.40
(Standing proxy: Tokyo Branch of Hong  |[KONG
Kong Shanghai Bank) (3-11-1, Nihonbashi, Chuo-ku)
Masatoshi Kumagai 3F Minami-Aoyama Mori Building, 3-18-16, 2,000 i
Minami-Aoyama, Minato-ku
Bayerische Vereinsbank A.G. (customer  |AM SEDERANGER 5, MUNICH, F. R. 1,886 3.04
accounts) GERMANY
(Standing proxy: The Bank of Tokyo- {Custody Operation Department, 2-7-1,
Mitsubishi UFJ, Ltd.) - |Marunouchi, Chiyoda-ku)
HSBC Fund Service J1 1 QUEEN'S ROAD CENTRAL HONG 1,362 2.20
(Standing proxy: Tokyo Branch of Hong  |[KONG :
Kong Shanghai Bank) {3-11-1, Nihonbashi, Chuo-lu)
SNFE MAC Japan Active Shareholder |1 QUEEN'S ROAD CENTRAL HONG 888 1.43
Fund LP : KONG
(Standing proxy: Tokyo Branch of Hong  |(3-11-1, Nihonbashi, Chuo-ku)
Kong Shanghai Bank)
Master Trust Bank of Japan, Ltd. (trust 2-11-3 Hamamatsu-cho, Minato-ku 878 1.42
account)
Japan Trustee Service Bank, Ltd. (trust 1-8-11, Harumi, Chuo-ku 705 1.14
account))
Kaoru Kumagai 3-18-16, Minami-Acyama, Minato-ku 600 0.97
CA-IS Bank, Paris Ordinary Account 96, BOULEVARD HAUSSMAN 75008 596 0.96
(Standing proxy: The Bank of Tokyo- PARIS FRANCE '
Mitsubishi UFJ, L.ud.) {Custody Operation Department, 2-7-1,
Marunouchi, Chiyoda-ku}
Total _ 34,044 54.88




(5) Status of voting rights

1) Issued shares

As of June 30, 2006

Classification Number of shares (shares) Numb:irggifsvonng Details
Non-voting shares - —
Shareg with limited voting rights _ .
(treasury shares, eic.)
Shares with limited voling rights _ _
{others)
{Shares held by the
Shares with full voting rights Company) _
(treasury shares, etc.) Common shares
26,700
Shares with full voting rights Common shares
e 620,001 -
(others) 62,000,100
. Common shares
Shares less than one unit 4,578 —_— —
Total number of shares issued 62,031,378 -_— —_
Voting rights held by all shareholders —_ 620,001 —_

{Notes) 1. “Shares with full voting rights (other)” include 5,100 shares under the name of Japan Securities Depository Center,

Inc. (51 voting rights).

2. *“Shares less than one unit” include 84 shares of treasury shares held by the Company.

2) Treasury shares etc.

As of June 30, 2006

Name or Title of the holder| Address of the holder

MNumber of [Number of shares
shares held under other
under its name | persons’ name

Total number | of shares held to the
of shares held|  total number of

Ratio of the number

shares issued
(Shares held by itseil) 26-1, Sakuragacka-cho, _
GMO Internet, Inc. Shibuya-ku, Tokyo 26,700 26,700 0.04
Total — 26,700 —_

26,700 0.04




2. Changes in the stock price

Monthly highs and lows during the interim accounting term under review

Month January 2006 February March April May June
Highest (yen) 2,975 2,360 2,245 2,285 2,005 1,650
Lowest (yen) 1,971 1,610 1,700 1,851 1,500 1,210

{Note) The highestlowest stock prices are at the First Section of the Tokyo Stock Exchange.

3. Status of directors
There was no change in officers from the filing date of the securities report for the previous fiscal year to the

filing date of this semiannual report.




No.5 Status of Accounting

.

1. With respect to the method of producing the consolidated interim financial statements and the interim
financial statements

{1) The consolidated interim financial statements of the Company are prepared in accordance with the
“Regulations Conceming Terminology, Forms, and Preparation Methods of Consolidated Interim Financial
Statements” (Ministry of Finance Ordinance No.24, 1999; hereinafler, the “Regulations Concerning
Consolidated Interim Financial Statements”™).
The consolidated interitn financial statements for the previous consolidated interim accounting term (from
January 1, 2005 to June 30, 2005) are prepared based on consolidated interim financial statements before the
amendment in accordance with the conditional clause in Article 3 of the supplementary provisions of the
“Cabinet Office Ordinance to Amend Part of the Regulations Concerning Terminology, Forms, and Preparation
Methods of Financial Statements, Etc.” (Cabinet Office Crdinance No.5 on January 30, 2004).
The consolidated interim financial statements for the previous consolidated interim accounting term {from
January 1, 2005 to June 30, 2005) and those for the consolidated interim accounting term under review (from
January 1, 2006 to June 30, 2006) are prepared based on the “Regulations Concerning Consolidated Interim

Financial Statements™ before and after the amendment, respectively.

(2) The interim financial statements of the Company are prepared in accordance with the “Regulations Concerning
Terminology, Forms, and Preparation Methods of Interim Financial Statements” (Ministry of Finance
Ordinance No.38, i977; hereinafier, the “*Regulations Conceming Interim Financial Statements”).

The interim financial statements for the previous interim accounting term (from January 1, 2005 to June 30,
2005) are prepared based on interim financial statements before the amendment in accordance with the
conditional clause in Article 3 of the supplementary provisions of the “Cabinet Office Ordinance to Amend Part
of the Regulations Concerning Terminology, Forms, and Preparation Methods of Financial Statements, Ete.”
(Cabinet Office Ordinance No.5 on January 30, 2004). '

The interim financial statements for the previous interim accounting term {from January 1, 2005 to June 30,
2005) and those for the interim accounting term under review (from January 1, 2006 to June 30, 2006) are
prepared based on the “Regulations Concerning Interim Financial Statements” before and after the amendment,

respectively.

2. With respect to audit certificate
Pursuant to the provision in Article 193-2 bof the Securities and Exchange Law, an interim audit of the Company’s
consolidated interim financial statements for the previous consolidated interim accounting term (from Januery 1,
2005 to June 30, 2005) and non-consolidated interim financial statement for the previous non-consolidated

interim accounting term (from January 1, 2005 to June 30, 2005) has been carried out by ChuoAcyama Audit



Corporation, and an interim audit of the Company’s consolidated interim financial statements for the consolidated
interim accounting term under review (from January 1, 2006 to June 30, 2006) and non-consolidated interim
financial statements for the non-consolidated interim accounting term under review (from January 1, 2006 to June
30, 2006) has been carried out by Deloitte Touche Tohmatsu, which has been appointed as the replacement audit

corporation.

3. Replacement of the audit corporation
The audit corporation of the Company has been replaced as follows.
Previous consolidated and non-consolidated interim accounting term: ChuoAoyama Audit Corporation

. Consolidated and non-consolidated interim accounting term under review: Deloitte Touche Tohmatsu



1. Consolidated Interim Financial Statements, etc.
{1) Consolidated Interim Financial Statements

1) Consolidated Interim Balance Sheet

As of June 30, 2005 As of June 30, 2006 As of December 31, 2005
End of the consolidated accounting| End of the consolidated accounting Consolidated balance sheet
period of the proviows fiscal year period of this fiscal year summary in the previous fiscal year
Seetion Note Amount Composi- Amount Composi- Amount Campost
Numb (thousand yen) ton (%) {thousand yen) tioa (%) (thousand yen) tion (%)
{Assets)
I Current Assets
1. Cash and deposits 1ABTAS] 24071370 24,192,882
2. Accounts receivable 2,810,998 2,889,226 2,965,738
3. Inventory assels 28,685 50,055 31,605
4. Deferred tax assel 633,108 2,080,624 1,544,780
5. Shortterm loans receivablg * 4 97,249 35295 -
L]
6. Operational loans 425' - 27,544,675 27010379
7. Other assets 996,346 6,309,307 5,350,565
dAIlownncc for doubiful 329222 - 6:375,101 - 6,589,557
cbts )
Total Curvent Assets 15,704,818 571 56,605,453 61.0 54506355 | 619
Il Fined assets '
1. Tangible fixed assets
{1} Buildings and structures | * 1 176,650 288,147 255,231
{2) Tools and equipment "1l 318453 550.409 532,809
{3} Others ¢l 48,666 59,396 . 40,566
Total Tangible Fixed
. 543,770 20 897,954 10 828,607 0o
2. Intangible fixed assets
(1) Goodwill . 477,568 497,807 409,072
(2) Software 565,101 2,683,090 2,053,300
(3) Account for congolidated .
adjustments 2312203 16,376,076 16,792,246
(4) Others 394,557 342,068 459,380
Toulofinangibe fixed 3043 136 19899043 214 19713999 | 224
3. Invesmments and other
assets
(1) Invesiments in securities | *2 5,522,403 8,535,227 6,676,076
(2) Depasit 1,035,180 894,690 1.041,181
(3) Deferred tax asszt 323,645 503057 673,309
(4) Others 615,448 5,424,990 4,626,556
Allowance lor bad ’
debt -7331 - 15,668 13,718
‘Total of tnvestments and
X 008, 4,
other assels 7489346 273 15,442 395 16.6 13,008406 | 148
Total of fixed asszis £1,782,547 429 36,239,394 39.0 33,551,013 381
Tota) of ossets 27,487,365 | 1000 92,844,847 100.0 88,057,369 | 100.0
— 23 —




As of June 30, 2005 As of June 30, 2006 As of December 31, 2005
End of the consolidated accounting | End of the consolidated accounting Consolidated balance sheet
period of the previgus flseal year period of this fiscal year summary in the previous fiscal year,
Section Notz Amount Composi. Amount Campesi- Amount Compogh |
Nutt (thousand yen) tlon (%) {thousand yen) Giom (%) (thousand yen) ton (%}
(Linbilities)
[. Current liabilities
1, Notes payable and
accounts payable - trade 1,202,083 855,510 1,145,053
2, Short-term debt *2 2,178,000 30,037,308 7,591,000
3 anr;c::{;omon oflong- | 44 - 9,900,982 8.300,400
4. B(_md_s 1o be redeemed _ 150,000 150,000
within one year
5. Convertible bonds with
equity wamant to be - - 31,000,000
repaid within one yesr
6. Accrued amount payzble 2,283,287 2,116,945 2,288,712
7- Accrued comorstion G, 752671 1,017,300 2,610,787
8. Advance money 1,248,938 1,736,563 1,382,220
9. Allowance for bonuses 108,832 132377 108,681
10. iﬁllo\wnc? for loss on - 1,107,600 _
interest reimbursement
11, Other lizbilities 1,535,569 3911836 1,858,193
Total of current abilities 9,309,382| 339 50965424 549 56435049 | 64.)
Il Fixed liabilitics
_1. Long-term bonds -
payable 4,075,000 4,150,000
2, Long-term debt *2 — 11,571,868 5,445,950
3, Long-term acecounts
poyabls 560,353 633,271 656,317
4, Deferred tux lizbility 78412 1,191,289 2,793
5. Officers* reticement — 56,400 50,200
allowance reserve
6. Allowance for retirement —
benefits for employess 198,242 192238
7. Qther fixed Liabilities 52,950 70,581 157,849
Total of fixed liabilities 691,716 25 17,801,632 192 10,655,349 | 121
11 Reserves under special
laws
Reserve for sscurities _ _
trading lisbilitics "3 208
Tom! rescrves under _ 208 0.0 -
special laws
Total of Habilities 10,001,099 | 364 , 68,768,266 T4.1 67,090,398 | 762
(Minority Equity) .
Minority equity 3,858485| 140 -— - 4,684,019 53
{Sharcholder’s Equity)
I Capital stock 351130 12.1 -_— - 331,130 38
El Capital reserve 5309729 | 193 - — 5,353,357 6.1
11 Eamed sumplus 5,024,284 | 183 - — 7617,791 8.6
IV Other gaps in appraisal 31509 0.1 - - 8214] 00
of securitiss
v Equity adjusmient from
foreign currency 13,668 0.0 - - -3.62t1 -00
transtation
V1 Own stocks -62,840] -02 — - -23980]| -0.0
‘:‘:;::rshmhuldm' 13,627,780 | 496 _— —_ 16,282,890 18.5
Total of liabilities,
minority equity and 27.48_7,365 100.0 - - 88057365 | 1000
shareholders’ equity




As of June 30, 2005 As of June 30, 2006 As of December 31, 2005
End of the consolidated accounting { End of the consolidated accounting Consolidated balance sheet
period of the previous fiscal year period of this fiscal year summary in the previous fiscal year
Section Note Amount Composi- Amount Campori- Amount Compash
Humb __(thousand yen) Lioo (%) {thousand yen) tiom () (thousznd yen) tian (%)
{Net Assets)
I SharchoMers® equity
1. Capital stock ’ - 33130 36 -
2. Capital reserve — 5,358,992 5.8 —
3. Earned surplus . - 7501438 80 -
4, Own siocks — - 7008 -0.0 ——
Total shareholders® equity - 168,164,452 174 —
11 Valuation/translation
gains and Josses, ete.
\. Other gaps n appraical
o — 1,117,322 12 —_
of securities :
2, Deferred hedge gainsand _ 811t 0.0 _
losses
3. Equity adjustment from
foreign curmency — - 12,966 0.0 —
translation
[Tota! valuation/transiation _
lgains and et 1,112,468 1.2
[1] Share subscription rights - 34,308 0.0 —_—
IV Minority interests — 6,765,262 7.3 _
Tom! Net Assets . - 24,075,581 259 -
Total Net Assets plus _ -
Tou! Liabilities ekt u-m.o




2) Consolidated Interim Profit and Loss Statement

Consolidated accounting period | Consolidated sccounting period | Comsohidated profit and loss
. . P siatement summary
in the previous term in this temm in the previous fiscal year
From January 1, 2005 From January 1, 2006 pre ye
1o June 30, 2005 to June 30, 2006 f;olg‘e:cmnﬁc?;l' 220{?35
Sestion MNole Amount Conmosl:] Amount Couponl- Amount Compotl-
Number (thousand yen) dom (W) {thousaad yen) tion (%) {thousand yen) tion (%)
L Operating revenue 14,304,032 100.0 23,042,961 | 1000 37,219808| 1000
II. Business cxpenses *1 6,132,986 429 6,674,202 289 12,814,347 344
1. Salesand general
sdminisrative expenses |23 7041843 | 492 14,359,606 | 623 20052980 539
Operating profit LIR01 78 2009152 87 4,352,481 1.7
V. Non-optmating revenue
1. Tnterest received 7.031 2,956 25,386
2. Fees reccived 4.0 34072 52,297
3. Bad debt recovered 1,818 321 2,152
4. Profis from investment
parmership nns 23973 28,349
5. Forcign exchange gain —_ —_ 16,769
6. Sales corwpensation
payments 43,300 - 48,300
7. Others 35,823 113,600 08 46,464 107,789 05 74,690 247,946 0.6
Y. Non-operating cxpenscs
1. Interest paid 9,791 58,061 19,020
2, Stock issue costs 10,626 2,058 37,866
3. Bond issue cost —_ _ 21,126
4, Loss from investment
partnership 10,264 - 3,870
5. Exchange loss 1637 1,516 -
6. Initial public offering .y 13473 - _
expenses i
7. Expense for out-ofscourt
settlement - - 341.470
8. Fees and commissions
paid - 109,630 -
9. Others 29,167 81,560 0.6 18,411 189,678 0.8 731,976 497,330 13
Ordinary profit 1,154,241 8.1 1,927,263 8.4 4,103,097 1.9
V1. Extrmordinary profit
1. Gain from the prior-tetm |
adjuszment 5 —_ 14,069 34,868
2. Gain on sales of fixed .
11,319 -—
assets 6 3 14287
3. Galn on sales of
invesmments on stocks of 446,176 822,756 459,788
securities
4, Gain on sales of
investments on stocks of 319,304 342,045 3,010,629
affiliated companies
5. Profit from change of .
equity invesices 7 709,995 303,525 1,364,951
6. Gain on sales of
businesses - 6185 -
7. Gain on retum off
allowance for doubtful —| 1486,795| 104 20,8201 1,509,401 6.6 20,595 4.905,120 132
debts
VI Extraordinary loss
1. Loss from the priov-term |
sdjusment 8 - 41,987 11,093
2. Loss on sales of fixed .
assete 9 94,785 — 95,673
3. Loss on retirement of
fixed agsets v 276462 48,604 489,504
4. Devaluation of goodwill | * 11 54,914 _ $2,193




5. Loss on devalvation of
subsidianies
6. Loss on salo of in

securities
2. Loss on devaluation of
affiliated company
8. Losson sales of
mvestments on stocks of
affiliated companies
9. Loss on appraisal of
capital contribution
10. Loss on intpaiment of
fixed assets
11, Loss on change of
equity investees
12, Penalty for breoking a
lease
13. Loss on disposal of
underforming business
14. Provision for allowance
{or loss on interest
reimbursement
15 Expenses for change in
corporate name
16. Payments for damages
17. Loss on redemption of
bonds
18. Onestime amortization of
prepaid expenses
19. Provision for reserve for
securities trading
linbilities
20, Others
Current net profit before
adjustment of taxes
Corporate tax,
residential tax and
business tax
Amount of adjustment,
such as corporate tax
Profit of minaority
shareholders

Curvent period net profit

*i2

*13

* 14

*15

*16

401 547,702 330,800
— 7 —
- 25,000 10,049
- 1,100 6.932
- - 41,649
—_ 78347 -
230,889 9351 246,289
72471 10,618 75,158
372,303 1,993 ™32
- 1,050,680 -
37,566 - 37.566
160,110 - 160,110
_ — 5497
- 278,929 -
— 208 —
—| 1309903 92 ngs| 2106330 92 —| 215327
L3133 93 1330314 58 6,592,891
$00,292 882,655 321
- 246370 553922 38 6,649 839,305 kR - 266,035 2,956,196
119,607 0.8 247,678 1.1 377,741
666,603 47 193,0%0| o3 3258953

65
17.7




3) Statement of Consolidated Surplus

Consolidated accounting period

in the previous temn
From Januvary 1, 2005
to June 30, 2005

Statement of consolidated surptus summary
in the previous fiscal year

From Jenuaty !, 2005

to December 31, 2005

Section

Amount
(thousand yen)

Amount
(thousand yen}

IL

1L

IL.

IL

{Capital Surplus)

Balance of capital surplus at
beginning of term

Increase in capital surplus

. lssue of new stocks through

stock swap

. Gains on sales of treasury stock

Balance of capital reserve at end
of term :

(Earned Surplus)

Balance of carned surplus at
beginning of term

Increase in eamed surplus

. Interim (current) net profit

. Increase in earned surplus due

to a decrease in the number of
consolidated subsidiaries

. Increase in earned surplus due

to merger

Decrease in eamed surplus

. Dividend

. Bonus to directors and statutory

auditors

. Decrease in surplus due to

increased number of
consolidated subsidiaries

. Decrease in surplus due to

mergers

. Decrease in surplus due to

merger of consolidated
subsidiaries and affiliates
Balance of carned surplus at end
of term

25,580

5,284,148

25,580

30,692

38,515

5,284,148

69,208

5,309,729

666,603

24N

367,330

36,063

8,805

638

4,768,047

669,075

412,838

5,353,357

3,258,953

2471

5,226

367,330

36,063

4,023

8,805

684 |

4,768,047

3,266,651

416,907

5,024,284

7,617,791




4) Consolidated Statement of Changes in Shareholders’ Equity ete.

Consolidated accounting term under review (from January 1, 2006 to June 30, 2003)

Shareholders’ equity
Capital stock Capital reserve Eamed surplus Own stocks Toual ’:':::;"lm'
Balance as of December 31, 2005
(thonsand yen) 3311130 5353357 7,617,791 - 23,980 16,258,297
Changes in consotidated accounting
period
Distribution of retained camings - 185,821 - 185,821
Directors’ bonuses based on the
sppropriation of rersined eamings - 35,719 -55119
Net Income 193,030 193,030
Decline in retained earnings duc to
MEMETS -3,533 -3,533
Decline in retnined eamnings due to
an increase in consolidated - 64,307 - 64,307
subsidiaries
Disposition of treasury stocks 5,634 16,872 22,507
Tolal changes in the consolidated
sccounting period (th d yen) 5634 - 116,352 16,872 -93,844
::;‘"“ s of Juno 30, 2006 {thousand 331,130 5,358,992 7,501,438 - 7,108 16,164,452
Valuation/translation gains and losses, etc.
Share -
Equity Total .y Minotity Total net
C:thc;ig::{sui;l Deferred hedgs [adjustment from{valuntion/transla) mhn’- g: h'::"" equity assers
:epcuritics gains and losses|foreign currency} tion gains and
* translation losses, ete.
Balance a8 of December 31, 2005
{thousand yen) 28,214 38,259 - 3,621 652,853 4,684,079 | 21,005,230
Changes in consolidated accounting
period
Distribution of retained earnings . - 185,821
Directors’ bonuses based an the -55719
appropriation of retined earnings .
Net Income 193,030
Decline in retained eamings due to .3,533
MErRErs
Decline in retained eamings duc to
an increase in consolidated - 64,307
subsidiaries
Disposition of treasury stocks 22,507
Changes (net) in items other than
sharchalders' equity during the
consolidated Intetim accounting 1,089,103 - 30,148 -9,344 1,049,614 34,398 2,081,183 3,165,196
period
Toual changes n the consolidated 1,089,108 .30,148 L9344 1,049,614 34308 | 2081083 | 2,071,351
accounting period {thousand yen) -
By:“‘;"“ a3 0f Juno 30,2006 (thousand | 17559 811 12966 | Lazdes | 34398 | e76s.262 | 240758




5) Statement of consolidated Cash Flow

Consolidated accounting
period in the previous ierm
From January 1, 2005
to June 30, 2005

Consolidated accounting
period in this term
From January 1, 2006

1o June 30, 2006

Statement of consolidated
cash flow summary
in the previous fiscal year
From January 1, 2005
to December 31, 2005

Section Nale Amount Amount Amount
Nambsr (thousand yen) (thousand yen) (thousand yen)
L. Cash flow from operating activities
guxrr:lr::l net profit before adjustment of 1,331,132 1,330,314 6,592,891
Depreciation charge 289,900 668,879 906,553
Loss on impairment of fixed assets -— 78,347 _
Amortization of the consolidated
2 djustmept account 292,001 666,427 957,428
cllr::clz;;:ase in allowance for doubtful -54,425 -212,504 297663
Increase in allowance for bonuses 71,118 29,698 -9,780
Increase or decrease in retirement
benefit costs —— 6,200 19,627
Increase in aliowance for loss on _ 1,107,600 _
interest reimbursement
Gain on sales of investments in
securitics -446,176 - 822,756 -459,788
Gain on sales of stocks of affiliated
companies - 319,304 - 342,045 -3,010,629
Gain on sales of businesses _— -6,185 —_—
lmm:cst received and dividend -7.031 ~2,956 -25386
received
Interest paid 9,791 58,061 18,948
Foreign currency transaction gain and _ _ 36,592
loss
Stock issue costs 10,626 2,058 37,866
Loss on sales of investments in _ _ 1
securities
Loss on devaluation of investments 401 547.702 330.800
in securities ’ ’
Loss from write-down of
investments in affiliates - 25,000 10,049
Loss on appraisal of capital _ _ 41.649
contribution !
Depreciation of goodwill 64,914 —_ 82,193
Laoss on retirement of fixed assets 276,462 48,604 489,504
Loss on sales of fixed assets 94,785 —_ 05,673
Gain on sales of fixed assets -11,319 - - 14,287
Less from change of equity 230,889 9,351 246,289
invesiees
Gain from change of equity -709,995 - 303,525 - 1,364,951
investees
Increase (decrease) in operational loans — -534,295 -3,074,384
Increase in deposits reccived for . 463.350 _
securities ¥
Increase in segregated customer funds — -710,600 —
Increase in guarantec money received —_ 752,010 -_
Increase (decrease) in accounts 806,647 80,233 £35.514
receivable ' ! '
Increase (decrease) in inventory 17,385 17164 16.912
assels ' !
Increase (decrease) in other assets - 174,951 - 1,077,002 1,472,830




Increase {decrease) in purchase debts ~-97377 - 823,946 - 173,401
Increasc (decreasc) in other -229,133 1,146,642 - 1,001,403
liabilities

Paid director’s bonuses ~43,025 -69,252 -43,025

Subtotal 1,403,319 2,098,757 2,493 484




Consolidated accoumting
period in the previous term
From January 1, 2005

to June 30, 2005

Consolidated accounting
period in this term
From January |, 2006

to June 30, 2006

Stwrement of consolidated
cash flow summary

in the previous fiscal year
From January 1, 2005
to December 31, 2005

Section

Neic

Amount
(thousand yen)

Amount
{thousand yen)

Amount
{thousand yen)

Interest and dividend received
Interest paid

Payment for damages
Payment of corporate tax, elc.

7,208
-9.492

~ 1,779,297

2,265
- 59,761

-2,394,691

25,300
-19,020

- 160,110
-2,498,012

Cash flow from operating
activities

-378,262

-353,429

- 158,357

. Cash flow from investing

activities

Expenditure incurred by deposit
of fixed deposit

Revenue accrued by repayment
of fixed deposit

Expenditure incurred by
acquisition of tangible fixed
assets

Revenue accrued by sales of
tangible fixed assets
Expenditure incurred by
acquisition of intangible fixed
assets

Revenue accrued by sales of
intangible fixed assets
Expenditure incurred on
acquisition of investment in
securities

Revenue accrued from sale of
investment in securities
Revenue accrued from
redemplion of investment in
scourilies

Expenditure incurred on
acquisition of investment in
subsidiaries’ securities
Revenue accrued from sale of
investment in subsidiaries’
securities

Expenditure incurred by
eequisition of shares in new
consolidated subsidiaries
Acceptance of subsidiaries” funds
through stock swap

Amount of decrease resulting
from change in scope of
consolidation related to merger of
subsidiaries

Expenditure incurred by
acquisition of stock of new
consolidated subsidiary
Expenditure incurred by loans
Revenue accrued by collection
on loans

Expenditure incurred on the
transfer of business

Revenue accrued from other
investing activitics
Expenditure incurred by other
investing activities

97,300
-1772719
615,919
-302,397
37,048

- 1,481,346
828,205

277,500

~ 265,716

338470

-278,233

-57,265

- 102,481
43,973

-30,207
228,307

- 184,222

850,000

-217913

-1,114,207

- 1,790,730

1,338,506

50,000

-94,300

354,200

-2,550
108,273

281,273

- 185,620

-8

697,308
-417,512
629,649

- 769,332
79,797

- 2,462,387
839,655
277,500

-2,100,281

3,364,051

13,564

- 57,265

-22,850,28%

- 209,053
112,344
30,207

565,560

-416,267

Cash flow from investing
activities

-412,426

-423266

-22,733,175




Consolidated accounting
period in the previous term
From January 1, 20035

to June 30, 2005

Consolidated accounting
period in this term
From January 1, 2006

to June 30, 2006

Statement of consolidated
cash Mow summary

in the previous fiscal year
From January 1, 2005
10 December 31, 2005

Section

Amount
(thousand yen)

Amount
{thousand yen)

Amount
(thousand yen)

118

Cash flow from financial
activities
Revenue accrued by short-term
loans payable
Expenditure incurred by
repayment of short-term loans
payable
Revenug accrued by long-term
debt
Expenditure incurred by
repayment of long-term loans

payable
Revenue accrued by issue of

bonds

Expenditure incurred by
redemption of debenture
Revenue incurred by issue of
stocks for minority equity
Revenue accrued by payment
from partners

Revenue or expenditure incurred
by acquisition of own stocks
Payment of dividends
Peyment of dividends for
minority shareholders

- 500

1,250,037

-202,571
- 180,634
- 68,797

32,002,304
-9,555,996
13,800,000

- 6,073,500
-31,075,000
411,735

1,470,000

22,507]

- 183,509
- 132,402

6,800,000
-9,935,800

12,446,300

- 7,778,000
63,128,873
-31,475,000
2,279,947

- 223,427
- 362,399
- 131,722

Cash flow from financial
activities

797,533

686,139

34,748,770

v,

Effect of exchange rate changes
on cash and cash equivalents

1,251

2,487

9,630

V.

Net increase in cash and cash
equivalents

8,096

- 88,068

11,866,868

YL

Balance of cash and cash
equivalents at the beginning of
term

11,319,354

23,202,882

11,319,354

VIL

Increase in cash and cash
equivalents in accordance with
change of consolidated
subsidiarics

738,786

16,659

VI Increase in cash and cash

equivalents due o mergers

77,770

X,

Balance of cash and cash
equivalents at the end of the
term

11,327,451

23,931,370

23,202,882




Material matters as base in preparation of consolidated financial statements

Consolidated acoounting period i the
previous 1&rm

Consclidated accounting period in this
term

FY2005
(From January |, 20, 2005
to December 31, 2005)

Section From January 1, 2005 From January 1, 2006
..o June 30, 2005 to June 30, 2006
1. Matters related to Of 33 subsidiaries, the following 21 Of 38 subsidiaries, the following 29
companies are included in the scope companies aro included in the scope
the seape of of consolidation; of consolidation;
consolidition Magclick Inc., GMO Media Inc. Magclick Ine., GMO Media Inc.,
{former GMO Mobile&Deskiop GMO HOSTING & SECURITY,
Ine.), GMO Hosting and INC., GMO Regearch Institute Ine.,

Technologies, Inc., GMO
Commaunieations Co., Lid., GMO
Research [nstituie Ing., Intcraet
Number Corporation, GeoTrust
Japan, Inc.,, WEBKEEPERS, INC,,
Paperboy & Co., Grandsphere Co.,
Ltd., Payment-One, Inc., GMO
Research, Inc. (former GMO Media
and Solutions Ine.), Neiclse Japan
Co., L1d., Netelue Co., Led, GMO
Payment Gateway, Inc., GMO San
Phnning INC., TELECOM ONLINE
Inc., Tea Cup Communication, LTD.,
JWord Inc., (former AccessPort Inc.,
@YMC CORPORATION, GMO
Affiliate, Inc.

+ One company which became a
consclidated subsidiary of the
Company along with the zcquisition
of shares

@YMC CORPORATION

+ One company which became 2
consolidated subsidiary after being
founded in the consolidated
accounting term under review

GMO Afiliate, Inc.

» Five companies excluded from tie
scope of consolidation along with the
merger

Discount-Dormain.com Inc,

CCS Holding Co., L.,

i's Factory.Ltd.

3721 Network Software Co., Led.

E-sumai Inc.

Internet Number Corporation,
GeoTrast Japan, Inc.,
WEBKEEPERS, INC., Paperboy &
Co., Grandsphere Co,, 1Lud.,
Payment-One, Inc., GMO Research,
Ine., GMO Games, Ine. (former
Netclue Japan Co., Ltd.), Netclue
Co., Lid., GMO Payment Gateway,
Inc., GMO San Planning INC,, Tea
Cuyp Communication, LTD., JWerd
Ine., @Y MC CORPORATION,
GMQO Ad Networks, Inc. (former
GMQ Affiliate, Inc.), GMO blog,
Inc., GMO NETCARD, Ine. (former
Orient Credit Co., Ltd.), GMO
internet securities, Inc., GMO
MediaHoldings, Inc., MAKESHOP
Co., Lid., Epsilon lnc., Mighty
Server, Inc., GMO VeaturcPartners,
Inc., GMO Venturs Partners
Investment Limited Partmership,
Blog Basiness Fund Investiment
Limited Partnership

+ Seven companies included in (hg
scope of consolidation the Company
because of their increased impertance

GMO intemet eccurities, Inc,

MAKESHOP Co., Ltd.

Epsilon Inc.

Mighty Server, [ne.

GMO VentreParmers, Inc,

Yenture Partners Investment

Limited Partnership
Blog Business Fund Investment
Limited Partnership

+ One company which became a
consolidated subsidiary atter being
faunded in the consg 1530 el
accounting term under review

GMO MediaHoldings, Inc.

» Four companies ¢xcluded from the
scope of cousolidation along with the
merger

GMOQ Communications Co,, Ltd.
TELECOM ONLINE Inc.

Solis Corporntion
GMO-interTAINMENT, Inc.

Of 39 subsidizries, the following 25
companics are inchuded in the scope
of consolidation;

Magelick Inc., GMO Media Inc.
{former GMO Mobile&Desktop
Inc.), GMO HOSTING &
SECURITY, INC., GMO
Communications Co., Ltd., GMO
Research Institute Inc., Intemmet
Number Corporation, GeoTrust
Japan, Inc., WEBKEEPERS, INC.,
Paperboy & Co., Grandsphers Co.,
Ltd., Payment-One, Inc., GMO
Research, Inc. (former GMO Media
and Solutions Inc.), Netclue Japan
Co., Lid., Netclue Co,, Lid,, GMO
Payment Gateway, [n¢, (former Card
Commmenss Service Co., Ltd.), GMO
San Planning INC. (former SAN
PLANNING Corporation),
TELECOM ONLINE Inc., Tea Cup
Communication, LTD., T'Word Inc.,
(former AccessPort Inc., @YMC
CORPORATION, GMO AfTiliate,
Ing., GMO bleg, Inc., GMO-
interTAINMENT, Inc., Solis
Corporation, Orient Credit Co., Lid.

+Two companics included in the scope
of consclidation the Comipany because
of their increased importance
GMO blog, Int.
GMO-inlerTAINMENT, Inc.

- Three companies which became &
consolidated subsidiary of the
Company alang with the xequisition
of shares

@YMC CORPORATION

Solis Corporation

Orient Credit Co., Lid.

+ One company which became a
consolidated subsidiary after being
founded in the consolidated
accounting term under revicw

GMO Alfiliate, Inc,

« Five companies excluded from the
scope of consolidation aleng with the
METRET

Discount-Domain.com Inc.

CCS Holding Co., Ltd.,

i's Factory,L1d.

3721 Nerwork Software Co., Lid,
E-sumaj Inc.




Consolidated accounting period

Consolidated accounting pericd

" " prlnip FY2005
. in the previous term in this term
Section From January 1, 2005 From Jamaary 1, 2006 (ch Dcc”":m :;'I 226022?5
1o June 30, 2005 to June 30, 2006 *

Non-consolidated companics are
Palent Incubstion Capital Inc., GMO
NETCARD, In¢., GMO-
nlerTAINMENT, Ine., GMO blog,
Ine, (former Forval Co.,Ltd ), Scratch
Magazine Inc., AEFRXESAENRE R
AR 4 F1, Goo Via Japan Inc.,
Mighty Server, Inc., Swsoft Japan,
Inc., AR (LX) M
42%], Epsilon [nc. MAKESHOP

Co, Ltd. Al of these companies are
small companics. Total assets, sales,
net profit for the period (proportional
1o ¢quity share), and relained

Non-consolidated companies are
Pateat Incubation Capiul Inc., GMO
NETCARD, Inc., Scratch Magazine
Inc., JEACEARRS BREFHEAR
42 ¥), Goo Via Japan Inc., Swsofl
Japan, Inc., JCHERBEESE (LX)
HRA®], Mitsmori.com, Inc.,
Woofooxing Netwark, lnc. All of
these companics are small
companies. Totnl assets, sales, net
profit for the period (proportional to
equily share), and retained eamings
{proportionz] to equity share) of
these companies have no major effect

Non-consolidated companies are
Patent Incubation Capital Inc., GMO
NETCARD, Inc., Scratch Magazine
Inc., AREZEMERBHENR
448]), Goo Via Jopan ine., Mighty
Server, Inc., LHEABEIE (i
) FBR4: 5], Epsilon Ine.
MAKESHOP Co,,1ud., GMO Ad
Networks, Inc.,, GMO
VentureParmers, Inc., GMO intemet
securities, Inc., GMOQ Venture
Partners [nvestnient Limited
Parmership. All of these companies
are small companies. Total assets,

eamings (proportional 1o equity on the consolidated financial sales, net profit for the period
share) of these compani¢s have no staterments. (propertional to equity sharg), and
major effect on tho consalidated retained camings (proportional o
financial statements. equity sharo) of these companies
have no major offect on the
consolidated financial statemcats,
2. Maltery related lo There is no equily method company. There is no equity method company. There is no equily method company.
application of the Twelve non-consolidated Nine non-cansolidated subsidiaries, Fourteen non-consolidated
equity method subsidiaries, namely Patent namely Patent Incubation Capital, subsidiaries, namely Patent
Tncubation Capite! Inc., GMO Inc., GMO NETCARD, Inc., Scratch Incubation Capitzl, Inc., GMO
NETCARD, Inc., GMO- Magazine Co., Ltd., ALWEAERES NETCARD, Inc.. Scraich Magazine
inte TAINMENT, Inc., GMO blog, MESRHEEATIRAE, Goo Vi Japan | Co. Lid, ERMEMERBHE

Ine. (former Forval Co.,Lid.), Scratch
Magazine Inc., ItMEEMEETER
HHEA R, Goo Via Japan Inc.,
Mighty Sorver, Tnc., Swsoft Japan,
Inc., IHEAKESE (70 #R
#2¥), Epsilon Inc, MAKESHOP
Co.,Ltd. and two affiliates, namely,
Skylee Networks [ne., Humeia
Ragistry Corporation have only a
minor influence on net profittoss
{amount compamble to equity) and
eamned surplus (amount comparable
1o equity), ete., and their collective
significance s low. Consequently,
they are excluded front epplication of
the equity method.

Inc., SWsoft Fapan, Inc., 3EHEERES
B G HRAT,
Mitumori.com, Inc., Woofooxing
Metwork, Inc. and two affiliates,
namely, Humeia Registry
Corporation, Hit, Inc. have onlya
minor influence on net profivioss
(amount comparable to equity) and
eamned $toplus (emoum comparsble
to equily), ctc., and their collective
gignificance is low. Consequently,
they are excluded from application of
the equity methiod.

HER4T), Goo Via Jspan Inc.,
Mighty Server, Inc., SWsoft Japan,
Ine., WHEMEKE: (ILR) HEB
£+ ¥], Epsilon, Inc., MAKESHOP
Co.,Ltd., GMO Ad Networks, Inc.,
GMO VentreParmers, Inc., GMO
intemet securities, Inc., GMO
Venture Partners nvestment Limited
Partnership and three affilistes,
namely, Skylee Networks Inc.,
Humeia Registry Corporation, Blog
Business Fund Investment Limited
Partoership, have only a minor
influsnce on net profivloss (amount
comparable to equity) and comed
surplus {amount compzrable to
equity), ctc., and their collective
significance is low. Consequently,
they are excluded from application of
the eguity method.

3. Matters related to
the business year of
consolidated
subsidiaries

OF consolidated subsidiaries, the
sccount closing date of GMO Payment
Gaiewny, Ine. is September 30, for
@YMC CORPORATION il is March
31

In preparing consolidated financial
reports, to produce a financial report
that serves as the basis fora
consolidated fmancial report, we carry
out the necessary provisional
scttlement of zccounts as of the
consolidated sccount closing date.

OF consolidated subsidiaries, the
account closing date of GMO Payment
Gateway, Inc. is Scptember 30, for
Epsilon, Inc., GMO NETCARD, Ine.
(former Orient Credit Co., Lid.) and
GMO intemnet securitiog, Inc. it is
March 31, for GMQ Venture Partners
Investment Limited Partnership and
Blog Business Fund [nvestment
Limiled Partnership it is May 31.For
the prepanation of the consolidated
interim financial statcnents, we use
interim financial statements based on
the provisional settlement of gecounts
conducted on the consolidated interfm
closing date for GMO Payment
Gatewny, Inc., Epsiloa Inc., GMO
NETCARD, Ine. (former Orient Credit
Co., Lid.} and GMO intemnct secutitles,
Inc. and use financial statements as of
the ame day for GMO Venture
Partners Investment Limited
Partrership and Blog Business Fund
Investment Limited Partmership. For
significant transactions that arose
before the consolidated interim closing
date, we mado the necessary
adjustments for consolidation.

Of consolidated subsidiaries, the
accownt closing date of GMO Payment
Gateway, Inc. is September 30, for
@YMC CORPORATION and Orient
Credit Co., Ltd. itis March3L. In
preparing consolidated financial
reports, 1o produce 1 financial report
that serves as the basis [or a
consolidated (inancial report, we carry
out the necessary provisional
settlement of sccounts as of the
consolidated account closing date,




Consolidated accounting period Consolidated accounting period FY2005
. in the previous term in this tenm
Section From January [, 2005 From January 1, 2006 (ﬁ?mm;fgéggs
to June 30, 2005 10 June 39, 2006 !
4. Matters related to (1) Important appraisal sanderdsand | (1} Important appraisa] standards and [ (1) Important appraisal standards and
; appraisal method for assets appraisal method for assets appraisal method for assets
the accounting 1) Negotiable securitics 1) Negotiable securities 1) Negotiable socurities
standards Other securities . Other securities Qther sccuritics
Securities with a market price Securities with o market price Securities with a market price
We use the market value method We use the markel value method We use the market value method
according 10 the market value, clc. according to the market value, ete. according to the market value, ete.

on the accounting date (variances
in the evaluation arc processed
using the method to directly
include oll capital, and the cost of
securities sold is calculated using
the moving average method).
Securities without a market price
Wy ndopt the cost mothod based
on the moving average method.
2) Inventory asséts
Products
Products are evalunted using the
cost method based on the moving
averago method.
Inventory goods
Inventory goods are cvaluated
. using the cost method based on
the gross average method.

(2) impostant method of depreciation

of fixed nssets
1) Tengible fixed assets
‘We adopt the fixed rato method.
Further, effective lives ore as
follows:
Buildings and structures
From eight to 30 years
Tools, equipment and fixtures
From two to 20 years
2) Intangible fixed assets
We adopt the fixed amount
method. However, for software
used by the Company, we adopt
the fixed amount method based on
the usable peried within the
Company (five years).

{3) Important method of camarking

of deferred assets
New share issuing expense

We treat the whale amount of new
share issuc capenses as capenses at
the time they are incurred.

{4} lmportant standards for

gppropriation of allowancss
1) Allowance for bad debs
To prepare for losses incurred by
defaults an accounts receiveble,
cte., given the loan loss ratio for

on the accounting date (variances
in the evaluation are processed
using the method to directly
include oll capital, and the cost of
securities sold is coleulated using
the moving average method).

Securities without a market price

Same as at left

2) Inventory assets
Products
Same ns at left

Inventory goods
Sameasaticl

(2) Important method of depreciation
of fixed asscts
1) Tangible fixed assets
Saime as ol left

2) Intngible fixed ossets
Same ayat lefl

(3) Important method of earmarking
of deferred assets
New share issuing expente
Same as at left

(4) Important standards for
appropriztion of ellowances
1) Allawance for bad debes
Same a3 at left

on the sccounting date {variances
in the eveluation are processed
using the method to direclly
in¢lude all capital, and the cost of
securities sold is calculated using
the moving average method),

Securities without a market price

Smno us ot left

2) Invenlory assets
Produc

ts
Same as at keft
Products in progress
The cost method from the
individual method
Inventory goods
Same as at left

{2) Important method of depreciation

of fixed asscts
1) Tangible fixcd pssots
Same as at left

2) Intangible fixcd sssets
Same zs ol left

(3) Tmportant method of earmarking
of deferred assets
New share issuing expense
Same as ot left
Bond issue cost
We trzat the whole amount of new
share igsue CXpenses 45 CXpEnses
at the time they aro mcurred
(4) Important standards for
appropriation of allowanees
1) Allowanca for bad debts
Some as atleft

general credits and Gie individual
collectability for specific credits
such as doubtfus] debts, cic., we
post the estimated uncollectible
amount.

2) Allowence for bonuses 2) Allowance for bonuses 2) Allowance for bonuses
To prepare for the payment of Same as at keft To prepare for the payment of
bonuges to employees, of the bonuses to employees, of the
estimated amount of payment, we estimated amounl of payment, we
post the amount (o be paid in the post the amount to be paid in the
consolidated accounting term consolidated accounting term
under raview. under review.




Consolidated accounting period

Consolidated accounting period

. - s FY2005
; in the previous term in thia term
Section From January 1, 2005 From January 1, 2006 (From Jamary ngﬁ‘s’;”
to June 30, 2005 10 June 10, 2006 '
3 - 3) Allowance for retirenienl benefits 3) Allowance for retirernent benefis
for employees for employees
To prepare for payntent of retirement To prepare for payment of retirement
henefits for employees, such benefits for employees, such
allowance is posted based on allowance is posted based an
retirement benefit obligations and the |  retivement benefit obligatians and
estimated amount of pension assets the estimatcd amount of pension
a8 of the end of the consolidated assets 25 of the end ol the
accounting term under review. consolidated accounting term under
Any difference in mathematical review,
caleulation is handled through the Any difference in mathematical
fixed amount method, whereby the caleulation is handled through the
amount calculated by dividing such fixed amount method, whereby the
differencs by a certzin number of smount calculated by dividing such
years {four years) within the average differenee by a certain number of
remaining length of service of years (four years} within the average
employees at the time when the remeining length of service of
difference is acerued in each employecs at the ime when the
consolidated accounting term is difference is acerued in each
treated zs an expense from the consolidated accounting term is
following consolidated accounting treated as an expense from the
term, following consolidatad accounting
tenm.
4 -~ 4) Officers” retirement allowance 4) Officers’ retirement allowance
Teserve reserve
To prepare far payment of officers’ Same as at left
retirement allowances, the amount of
payment required at the end of term
under the officers’ retivement
allowance rules is posted.
$) - 5) Allowance for Joss on interest b)) -
reimbursement
To prepare for interest reimbursement
in the future, we recotd a reasonable
estimated amount, taking into
consideration the past and most recent
reimbursement situstions, etc.
&) - 6) Reserve for sccurilies tading 6) -

(5) Important method to handle
leasing transaetions
We apply the accounting treatment
following the method applicd to
regular lease tansactions to finance
lease transactions other than thase the
ownership of which is recognized as
being transferred (o 8 borrower.
{6) lmportant method of hedge accounting|
1) Method of hedge accounting
When the requiretnents of
allocation treatment are met, we
carry out the allocation treatment
for foreign-cxchange contracts and
curTency swap.

2) Measures of hedge and subjects of
hedge
Measure Foreign:
exchange contracts and
currency swap

Subjects: Foreign currency debts and
ptanned ransactions

ligbilities
To prepare for bosses arising from
incidents involving securities, we
record the amount cadculated based on
Articls 35 of the “Cabinet Office
Orndinznce Conceming Secunities
Companies"” in zccordance with
Atticte 51 of the Securities and
Exchange Law,
(5) Importantmethod te handle
leasing transactions
Same as at left

(6) Important method of kedge accounting
1) Method of hedge accounting
Same as o leli

2) Measures of hedge and subjects of
hedge
Sarne as at left

(5) Important method to handle
leasing transactions
Same as atlzft

(&) bmportant method of bedge scoounting
1) Method of hedge sccounting
The Company employs deferra!
hedgs eccounting.  Further, when
forwnrd-cxchange contracts and
cutrency swaps, meet (he
requirements of atlocation treatment,
allocation treatment is applicd.
When interest-raie swaps meet the
requirements of special exception
reatment, special exception treaunent
is applied.
2) Measures of hedge and subjects of
hedge
Measure Foreign:
exchange contracts
and cumency swap
Interest-mate swap
Subjects: Foreign currency debts and
planned transactions

Interest on borrowing, ete.




3) Hedge policy
The objective is to avoid risks
arising from exchange rate
fluctuotions.

4) Method for evaluation of validity of
hedging
We cvalunte the validity by
evaluating and judging the armount
of debts and credits and the terms
of hedge transactions, cte. for
respective derivative transactions
and the subjects of hedge in each
case.

3) Hedge policy
Same as a1 left

4) Method for evaluation of validity of
hedging
Sume a3 at left

3) Hedge palicy
To avoid exchange risk, the
Company implements exchange
contract transactions and currency
swap transactions. To aveid interest
volatility risk in borrowing, etc., the *
Company mmplements mteresi-raie
swap mansactions. The subjects of
hedging are identified for cach
contract.

4) Method for evaluaton of validity of

hedging

We cvaluate the validity by
evaluating and judging the amount of
debes and credits and the terms of
hedge transactions, etc. for
respective derivative transuctions
and the subjects of hedge in each
case. Further, 25 it is confirmed that
interest-rato swaps meet the
requirements of speciol exception
treatment following the risk control
policy on the ¢losing of contracts,
the evaluation of validily om the date

of account closing is abbrevialed.
{7) Other important matters for (7) Other important matters for (7) Other important matters for
production of the consolidated production of the consolidated production of the consolidated
fingneial statements financial statements financial statemnents
Accounting treatment of Accounting treatvent of Accounting trextment of
consumption tax, ¢te. consumplion tax, ete, consumption tax, cie.
We exclude tax for the sccounting Same 23 at lefl Same as at left
treatment of cotsumption tax.
5. Scopeofcapitslin | Copiml (cash and cash equivalents, Same us at left Capital (cash and cash equivalents,
¢tc,) in (he statement of consolidated ete.) i [he statement of consolidated
stalement of cash flow consists of cash on hand, cash flow consists of cash on hand,
consolidated cash deposits withdrawable at any time, and deposits withdrawable at any time, and
short-tenm investments, which camry shori-term investments, which carry
flow only a minor risk of flixctuating of only a mimor risk of fuctuating of

vatue and which are redecmable within
three months of the date of acgquisition

value and which are redesmable within

three months of the date of scquisition




Changes in Accounting Treatment

Consolidated accounting period
in the previous term
From Jamary 1, 2005 to June 30, 2005

Consolidated accounting period
in this term
From January 1, 2006 to June 30, 2006

FY2005
(From January 1, 20, 2005
to December 31, 2005)

Agency commissiorts xnd sales promotion
expenses which were previously posted as sales
md general administrative expenses for the
consolidated subsidiaries are now deducted from
sales in the consolidated accounting term under
review,

This change was imade because their positions as
soles agencies has been further clarified and o
provide ngre appropriate disclosure of business
results given the increase in sales, including to
agencies and adveriisers, elc., the increase in the
number of products handled, and future business
development.

Although, with this change, sales decreased by
447,899,000 yen from sales calculated via
conventional methods, sales and generat
administrative expenses deereased by the same
amount. Hence, there was no impact on
operating profit, erdinary profit, and et profit
before taxes.

Agency md sales p

expenses which were previousty posted as sales
and genertl administrative expenses for the
consolidated subsidiaries are now deducted from
sales in the consolidated accounting term under
review.

This change was made beczuse their positions as
saks agencies bas been farther clarified ond to
provide moro eppropriate disclosure of Yusiness
results given the increase in sales, including to
ogencies and advertisers, ete., the increase in the
number of products handled, and future business
development.

Although, with this change, sales decreased by
884,328,000 yen from sales caleutated vin
conventional methods, sales and general
edniinisirative expenses decreased by the same
amount. Henee, there was no impact on
opereting profit, ordinery profit, and net profit
before taxes.

The {mpact on scgment information is indicated
in the relevant section.

(Accounting standard for impairment of fixed
nssets)

From the consolidnted interim aceounting period
under veview, the accounting standard for
impoirment of fixed assets (the “Opinien
Conceming Establishment of Accounting
Standand for [mpairment of Fixed Assets”™
{August 9, 2002 by Accounting Standards Board
of Japan)} and the “Guidance for Accounting
Stendard for Impairment of Fixed Assets”
(ASB) Guidance No.6 on October 31, 2003 by
Accounting Standards Board of Japan) are
applied.

As a result, incotne before income taxes and
minority interest declined 78,347,000 yen.

We subtract accumulated losses on the
impairment of fixed assots directly from the
amount of each asset

(Accounting Standard for Presentation of Net

Aszets in ihe Balance Sheet)

From the consalidated Interim zecounting period
under review, the “Accounting Standard for
Presentation of Net Assets in the Balance Sheet”
(ASBJ Sutement No.5 on December 9, 2005 by
the Accounting Standards Board of Japan) and
the “Guidance on Accounting Standard for
Presentation of Net Assets in the Balance Sheet”
(ASB) Guidance No.8 on December 9, 2005 by
the Accounting Standards Board of Japan) arc
applied.

The amount comesponding to Shareholders”
Equity in the consolidated interim accounting
period under review is 17,268,809,000 yen,
Based on the amendment of the “Regulations
Conceming Consolidated Interim Financial
Statements,” Net Assets in the consolidated
interim balance sheet for the interim accounting
period under review are prepared based on the
“Regulations Conceming Consolidated Interim
Financial Statements™ after the amendnient.

(Accounting Standard for Dircctors' Bonus)
From the consolidated interim accounting period
under review, the “Accounting Standard for
Directors’ Bonus™ (ASBF Statement No. 4 on
November 29, 2005) is applied, There is no
effect on optrating profil, ordinary profit, and
income before income taxes and minerity
interests due W this application.

{Accounting Standard for Share-Based Payment
and its Implementation Guidance)




From the consolidsted interim accounting
period under review, the "Accounting Standard
for Share-Based Payment end its
Implementation Guidance" (ASBJ Statement
No. 8 on December 27, 2005 by the
Accounting Standards Board of Jepan) and the
“Guidanet on Accommting Standaxd for Share-
Based Payment™ (ASBJ Guidanee No. 11 on
December 27, 2005 by the Accounting
Standards Board of Japan} are epplied.

There is no impact on profila snd Jossesaza
result of this application.




Change in the method of representation

Consolidated accounting period in the previous term
From January 1, 2005 to June 30, 2005

Consolidated accounting period in this term
From January 1, 2006 to June 30, 2006

(Consclidated Balance Sheet)

Along with official announcement of the law revising a
portion of the Securities Exchange Law (Law No. 97 in
2004) on June 9, 2004 and its enforcement from December
1, 2004, a5 well as revisions to the practical guidelines
regarding financigl instruments accounting (Report No,14
of the Accounting System Commiitee) as of February 15,
2005, capital subscriptions to investment business limited
partnerships and similar partnerships (which are deemed as
negotiable securities under Article 2, Paragraph 2 of the
Securities Exchange Law) are to be cxpressed as
investments in securities from the consolidated accounting
term under review. Further, the amount of such capital
subscriptions under “Investments in Securities” posted in
the consolidated balance sheet in the consolidated
accounting term under review was 208,788,000 yen.

Additional information

Consolidated accounting peried Consolidated accounting period FY2005
in the previous term in this term (From January 1, 20, 2005
From January 1, 2005 to June 30, 2005 | From Jamuary 1, 2006 to June 30, 2006 to December 31, 2005)

The Law for the Pariic]l Amendment of the -
Local Tax Law (Mo, 9 law of 2003} was
promulgated on March 31, 2003, and the pro
forma standard taxstion $ystem {3 inroduced in
accounting terms that begin on and afler April
1, 2004. Therefore, enterprise tax, which is
pegged 1o the value-added input of the business
and the size of capital, is included in sclling,
general  and  administrative  cxpenses  in
accordance with the “Practical Treatment for
the Indication of the Pro Forma Taxation
Portion of Enterprise Tax on Income
Statements” (Report on No. 12 practical
weatment dated February 13, 2004 of the
corporale 1ccounting standards committee).

As a resull, solling, general and administrative
expenses  increased 34,661,000 yen, and
operating profit, ordinary profit and net profit
for current period before edjustment of tax, ete:
decreased 34,661,000 yen,

The Law for the Portial Amendment of the
Local Tax Law (No. 9 hw of 2003) was
promulgated on March 31, 2003, and the pro
forma standard taxation sysiem is intreduced i
accounting tenms that begin on and after April
1, 2004. Therofore, enterprise tax, which is
pezged to the value-added input of the business
ond the size of capita), is included in selling,
generol  and  pdministrative  expenses  in
sccordance with the “Practical Treatment for
the Indication of the Pro Forma Taxstion
Portion of Enterprise Tax on  Income
Statements” {Report on No. 12 practical
treatment  dated February 13, 2004 of (he
cerpotate accounting stendards committes).

As a rosult, selling, general and administrative
cxpenses increased 103,948,000 yen, end
operating profil, ordinary profit and nst profit
for current period before adjustment of tax, cic.
decreased 103,948,000 yen.




Explanatory notes

(Matters refated to the consolidated balance sheet)

As of June 30, 2005 As of June 30, 2006 EY2005
End of the consolidated accounting period |End of the consolidated accounting period As of December 31, 2005
of the previous fiscal year of this fiscal year —_ ¢ er L. 2009)
*1 Total depreciztion of tingibke fixed assets *| Total depreciation of tangible fixed assets *] Total depreciation of tangible fixed asscts
483,113,000 yen 826,360,000 yen 722,943,000 yen
Accurnulated losses on impairment of fixed
assets 78,347,000 yen
*2 Assets offered as collateral *2 Assets offered as collateral *2 Asscts offered as collatoral
Assets offered as collateral Assets offered as collateral Assets offered as collazeral
Shares of subsidiarics 309,355,000 yen Shares of subsidiaries  26,498.421,000 yen | Fixed deposit 850,000,000 yen
Detils of liabilities Operational loans 7,103,437,000 yen | Operational loans 10,620,258,000 yen
Short-teoms [oans 2,178,000,000 yen Investment in securities 124,824,000 yen | Investment in securities 251,739,000 yen
Detuils of liabilities Details of liabilities
Shont-term loans 23,875,000,000 yen | Short-term loans 4,330,000,000 yeu
Current portion of long-term debt Current portion of long-term debt
4,423,700,000 yen 1,393,200,000 yrn
Long-term debt 5,249,500,000 yen | Long-term debt 4,500,900,000 yen
(2} Assets offered as collatcral for derivatives | (2) Assets offered as collsteral for derivatives
transzctions transaclions
Fized deposit 40,000,000 yen | Fixed deposit 40,000,000 yen
*3 Reserves under special laws .3 -
A reserve for securitics trading habilities is
posted pursuant to Articke 51 of the Securities
and Bxchange Low.
*4 Liquidation of receivables *4 Liquidation of receivables

The amount of off-balance operntional loans
sccompanyiog the liguidation of receivables
at the cnd of the consolidated accounting
teTm in review was 52,954 million yen.

*5 Status of bad debt
The status of bad debt among operational
loans and receivables under banknuptey and
rehabilitation is as follows:

The amount of off-balance operationsl loans
aecompanying the liquidation of receivables
ot the end of the consolidated accounting
term in review was 53,300 million yen.

*5 Status of bad debt
The status of bad debt among operational
loans and receivablos under bankrupicy and
rehzbilitation is as follows:

Unsecured loans Unsecured loans
(Million yen) (Miltion yen)
Louns 1o clients who Loans to clients who
| sre berkrupt 1,355 are bankrupt 510
Nonperforming looas 2814 Nonperforming loans 732
Logns in defach Gor 142 Loans in default for 122
three hs or more three months or more
Lozns for which Loans for which
lending terms have 3415 lending terms have 2,338
been cased been eated
Total 7,788 Total 8,524 |

The loan categorics above are defined as follows:
(Loans to clients who are bankrupt)

Loans to ¢lients who arc bankrpt denotes loans
for which payment of the interest or principal
has continued to be in arrears for @ reasonable
period, and for which a reason mentioned in
Article 96 Poragraph 1, Section 3 A to Eof the
enforcement ordinance of the corporate tax law
(govermnment decree No, 97 in 1965) or a reason
presceribed in Section 4 of the same psragraph
occumved. Further, with respect (o receivables
under bankrupicy and rehabilitation, etc., the
allowance for bad debt, which is equivalent to
the estimated uncollectible amount based on the
individyal evaluation of receivables, is posted.

The loan categories above are defined as follows:
(Loans to clicnts who are bankrupt)

Loans to clients who ars bankrupt denotes loans
for which payment of the interost or principal has
comtinued to be in arears for a reasonable
period, mnd for which a reason mentioned in
Article 96 Paragraph 1, Section 3 Ao E of the
enforcement ordinance of the corporae tax law
(govemment decree No. 97 in 1965) or a reason
preserived in Section 4 of the same paragraph
occurred. Further, with respect to receivables
under bankruptcy and rehabilitation, etc., the
allowance for bad debt, which is equivalent to
the estimated uncollectible anyount based on the
individual evaluation of receivables, is posted.




As of June 30, 2005 As of June 30, 2006 FY2005
End of the consolidated accounting period|End of the consolidated accounting period
of the previous fiscal year of this fiscal year (As of December 31, 2005)
{Nonperforming Joans) (Nonperforming loans)

Among kans for which payment of the principa)
or interest has continued to be in arrears fora
reasonable period, nonperforming loans denotes
loans which have not been classified as loans to
¢clients who are benkrupt. However, among
receivables for which an ogreement that is
advantageous for debtors has been concluded
through an interest reduction or exemption or
Tong-term divided payment with the purpose of
management reconsoaction of or support for
debtors, Toans for which payment is made
regularly arc cxcluded.

{Loans in default for three months or more)
Loans in default for three months of more
denotes operations! loans for which payment of
the principal or interest has been in arrears for
more than three months from the day following
the contracted date of payment, srd which are
not classified 28 loans to clients who are
bankrupt or nenperforming loans.

{Loans for which lending terms have been
cased)

Loans for which lending terms have been eased
denoiles operational lpans which are paid
regularly for receivables for which an agreement
that is advantageous for debtors has been
concluded through interest reduction or
exemption or long-term divided payment with
the purpose of management reconstruction of or
suppot for debtors, and which are rot classified
5 loans 10 clients who are banknupt,
nonperforming boans or loans in defaull for three
months or more.

Among loans for which payment of the principal
of interest has continued to be in amears for a
reasonable period, nonperforming loans denotes
loans which have not been classificd as loans 1o
clients who are bankrupt. However, among
receivables for which an agreement that is
advantageous for debtors hag been concluded
through an interest redaction or exemption or
long-term divided payment with the purpose of
management reconstruction of er support for
debtors, loans for which payment is made
regularly are excluded.

{Loans in default for three months or more)
Loans in default for three months or more
denotes operational loans for which payment of
the principal or interest has been in arrears for
more than three months from the day following
the contracted date of payment, and which are
not classified as loans to clients who are
bankrupt or nonperforming loans.

(Loans for which lending terms bave been

eased)

Laoans for which lending terms have been eased
denoles operational loans which are paid
regularly for receivables for which an agreement
that is advantageous for debtars has been
concluded through interest reduction or
exemption or kng-term divided payment with
the purpose of management reconstruction of or
support for debtors, and which are not classified
23 loans 1o clients who are bankrupt,
nonperforming loans or Joans in defanlt for thres
months or miore.




{Matters related to the consolidated profit and loss statement)

N

Consolidated gccounting period
in the previous term

Consolidated accounting pericd
in this term

FY2005
(From January 1, 20, 2005

[*3

*4 Initial public offering expenses are
attributable to the lsting of GMO Payment
Gateway, Inc. on the Mothers Market of the
Tokyo Stock Exchange in April 2005,

[*5

"6 A gain of 11,319.000 yen on the sale of
fixed assets was accrued mainly from the

salke of band

*7 Gains on changes in equity are derived from
the change in equity stake due to capital
transactions of a company in which we
invest. A mzjor compenen? is as follows,
Payment-One, Inc. 52,193,000ven
GMO Ppyment Gateway, Inc,
657,802,000 yen

%

*9 A loss on the sale of fixed asseis was
incusred through 42,629,000 yen [rom the
sale of use rights for video pictures,
21,638,000 yen from the sale of land,
16,966,000 yen [rom the sale of software,

and 13,550, 000 yen from the sale of others.

* 10 Losses on the retirement of fined assets
inctude 135,319,000 yen for the rights 1o

for loss on interest
reimbursement

*3  Test and research expenses included in
general administrative expenses totaled
65,806,000 yen,

g

*S  Gains from the prior-term adjustment were
aecrued dus to an adjustment in expenses
during the previous consolidsted accounting
term.
*6

*7 Gains on changes in equity are derived from
the change in equity stake dus to capital
fransactions of & company in which we
invest. A major component i3 a5 Rollows.

GMO intarnet securities, Inc.

*8 lLosses from prior-term adjustments were
incurred mainly by the adjustment of
expenses during the previous consclidated

accounting term,

1410 Losses on retirement of fixed assats include
9,464,000 yen for software, 6,200,000 yen

— 44 -

300,329,000 yen

*3

"4

"5

*6

*7

"8

[*9

From January 1, 2005 to June 30, 2005 | _From January 1, 2006 to June 30, 2006 to December 31, 2005)
*1  Major expense items and amounts of *1  Major cxpense ilerns and ameunts of business [Pl Major expense items and amounts of
business expenses cxpenses business expenses
Salary 715,865,000 yen | Salary 804,486,000 yen Satary 1,451,436,000 yen
Transfer from allowance Transfer from allowance Transfer from atlowance
for bonus 25,383,000 yen for bonus 2.975000 yen for bonus 22,392,000 yen
Rental expense 267,621,000 yen | Rental expense 231,896,000 yen Renta) expense 493,104,000 yen
Communications cost 156,733,000 yen | Communicatinos east 162,272,000 yen Communicetions cost 322,171,000 yen
Commission paid 501,008,000 yen | Commission paid 676,329,000 yen Commission paid 1,125,248,000 yen
Land rent/Rent 255,357,000 yen | Land rent/Rent 302,002,000 yen Land rent/Rent 532,391,000 yen
Quisoureing cost 941,081,000 yen | Qutsoureing cost 937,782,000 yen Outsourcing cost 1.667,355,000 yen
Media cost 2,062,520,000 yen | Media cost 2,008,055,000 yen Media cost 4,223,344,000 yen
Depreciation cost 116,435,000 yen | Depreciation cost 143,499,000 yen Depreciation cost 252,344,000 yen
*2  Major expense items and amounts of selling [*2 Major expense items and amounts of selling  1*2 Major expense items and amounts of selling
and administrative expenscs and administrative expenses and administrative expenaes
Advertising cost 888,393,000 yon | Advertising cost £,149,807,000 yen Advertising cost 2,261,271,000 yen
Salary 2,011,465,000 yen | Salary 2,330,562,000 yen Salary 4,230,024,000 yen
‘Transfer {rom pllowance 61,788,000 yen | Transfer from nlfownnce 196,666,000 yen Transfer from ollowance
123,598,000 yen
for bonus for bonus for bonus
Transfer (rom allowatice 49,919,000 yen | Transfer from allowance 607,135,000 yen Transfer from allowance 3,125.923.000
for bad debt for bad debt for bad debt WESTLE yen
Commission paid 573,447,000 yen | Comnission paid 437,536,000 yen Commission paid 1,174,012,000 yen
Amortization of 292,001,000 yen | Amortization of 666,427,000 yen Amorttization of
consolidated adjustment caonsolidated adjustment consolidated adjustment 957,428,000 yen
account in the term account in the term account in the tem
Depreciation cost 158,488,000 yen | Depreciation cost §24,328,000 yen Depreciation cost 650,405,000 yen
Retirement benefit 7,134,000 yen
expenses
Provigion for allowsnce 56,920,000 yen

Test and research expenses mchuded in
general administrative expenses totaled
122,274,000 yen.

Gains from the prior-term adjustment were
acerued dug to an adjustment in expenses
during the previous consolidated accounting

terme
A pain of 14,287,000 yen on the sale of fixed
nssets was accrued mainly through 8,205,000
yen from the sale of land, 2,568,000 yen from
the sale of tools, equipment and fiatures,
1,834,000 yen from the sale of software, and
1,679,000 yen from the sale of others.
The gain from the change of equity investess
was recognized s a result of the edjustment
of the sccounting book velue of investment
along with the changs in equity through
capital transactions of investees. A broad
breakdown is as follows:

GMO Payment Gateway, Inc.

657,802,000 yen
GMO HOSTING & SECURITY, INC.
654,956,000 yen

Payment-Ono, Inc. 52,193,000yen
Losses from prior-term adjustments were
incurred mainly by the adjustment of
expenses during the previous consolidated
accounting term.
A loss of 95,673,000 yen on the sale of fixed
assets was incurred mainly through
42,629,000 yen from the sak of use rights for
video pictures, 21,638,000 yen from the sale
of land, 3,895,000 yen from the sale of
buildings and strucnsres, 16,966,000 yen from
the tale of software, and 10,543, 000 yen
from the sale of others.

*10 The loss of 485,504,000 yen on the retirement

of fixed assets was incurved mainly through




use images, 78,152,000 yen for software,
20,363,000 yen for buildings and structures,
19,170,000 yen for tools and fixtures, and
23,455,000 yen for others,

* 11 The amortization of goodwill was carried
oul 8t one time, considering its nature as
essets.

e " 2 -

[*13 Gains oo changes in equity are derived from
a change in equity stake due to capital
tronsactions with companies in which we
{nvest. Major components are as follows,

TWord Inc. 130,907,000 yen
GMO Paymen! Gateway, Inc.
98,056,000 yen

* i4 Exit penaltics

These are mostly exit penalties that have
temporarily arisen from the termination of
lense controcls,

* |5 The Joss on the dispasal of underforming
businesscs was moinly ossociated with
downsizing of the communication-related
service business ot consolidated subsidiaries.
16 Payments for dsmages were associated with
damages to business partners that arcse
during maintenance on ssrvers al
consolidied subsidiaries.

for buildings and structures, 1,252,000 yen
for tools and fixtures, 30,396 for rights to use
faeilities, and 1,290,000 yen for others.

11 —
*12 Losses on impaimment of fixed assets were
recorded as o result of evaluating idle sssets.

Losses on impaimient of fixed assets were
recorded for idle assels.

§" Type Location
Righis to use Shibya-ku,
facilitics Tokyo
Rights to apply for  [Shibya-ku,

§ patenty [Tokyo
Telephone Shibyn-ku,
subscription rights  [Tokyo
Land agino

The asseis are classified into groups mainly
based an the typs of business. With respect 1o
idle assets, the book value is reduced to the
recoverable value, and the amount of the
reduction is recorded as impaimment losses
under extraordinary loszes. The breakdown of
the Josses is os follows: 25 miillion yen for right
to usa facilities, 15 million yen for rights to
apply for patents, 27 million yen for (clephone
subscription rights, and 9 billion yen for land.
The recoverable value is measured using the
net sales value and evaluated based on the”
assessed value of fixed assets,

[* 13 Gains on changes in equity are derived from
a change in equity stake due to capital
transactions with comipazies in which we
invest. Major components are as follows.

Magclick Inc. 1,131,000 yen
GMQ Payment Gateway, Inc.
7,066,000 yen

*14 Exit penalties

These are mostly exft penalties that have
eniporarily arisen from the temination of
loase contracts.

*15 -

155,619,000 yen from the use rights of video
pictures, 90,351,000 yen fram buildings and
structures, 33,770,000 yen from tools,
equipment and fixtures, 208,662,000 yen
from software, and 1,101,000 yen from
soltware,

r1l —

12 —_

[*13 The loss on the change of equity investees
was recognized as a result of the adjustment
of the accounting book value of investment
sccompanying the change in equity through
capital transactions of investees. A major
brezkdown is as follows:
JWord [nc. 130,907,000 yen
GMO Payment Gateway, Ine.
100,153,000 yen
GMO HOSTING & SECURITY, INC.
5,237,000 yen
*14 —

*15 The loss on the disposal of underforming
businesses was mainly associated with
downsizing of the communication-related
service business st consolidated subsidiaries.
[*16 Payments for damages were associated with
damages to business partners that orose
during maintenance on servers at consolidsted
subsidiaries.




{Consolidated Interim Statement of Changes.in Net Assets)

Current consolidated accounting term (from January 1, 2006 to june 30, 2006)

1. Matiers related to shares issued

’ At the end of the previous At the end of this interim
Type of stock accounting period Increase Decrease secounting petiod
Common share (shares) 62,031,378 - - 62,031,378
2. Matters related to treasury stocks
At the end of the previous At the end of this interim
Type of stock accounting period Increase Decretse accounting period
Cominon share (shares) 90,746 38 64,000 26,784
{Main reasons for the change)
Increase in number: Dug to the request for purchase of fractional shares.
Decrease fn number: Due to the use of treasury stocks as a result of the exerciso of stock options.
3, Matters related to divideads
(1) Payment of dividends
Resolution Type of stock Totatamouttol | Dividend pershare | Record date Effective date
Ordinary general
meeting of
sharcholders on Common share 185,821,000 yen 3 yen December 31, 2005 March 30, 2006
March 29, 2006

{2) Of dividends the record date of which belongs fo the conselidated interim accounting period under roview, thote dividends the effective dats of

which comes afler the end of this consolidated interim accounting period
Resolution Type of stock Toulsmoustof | pividend per share Record | pficctivodste | Resolution
Ordinary genoral
ting of
sheneholdims on | Commmon share Bamedsorplus | 186013000yen | 3yen | June30,2006 | September 28, 2006
August 14, 2006

(Matters related to the conselidated cash flow statement)

Consolidated accounting period Consolidated accounting period FY2005
in the previous term in this term
From January 1, 2005 From Januery 1, 2006 (I:;ugett;:;g ;,1'226(2)??5
to June 30, 2005 to June 30, 2006

Balance of cash and cash equivalents at the end
of term and relstionship with amounts of
accounting items included in the consolidated
balance sheet

Balance of cash and cash equivalents at the end
of term and relationship with amounts of
accounting ftems included in the consolidated
balance sheet

Balance of cash and cash equivalents at the end
of term and relationship with emounts of
aceowtting items inctuded in the consolidated
balance sheet

Cash and deposit acc(‘;um 11,467,451,000 yen | Cash and deposit account  24,071,370,000 yen | Coah and deposit account  24,192,882,000 yen
Time deposils whose Time deposits whose Time deposits whose

deposit period exceeds ~ 140,000,000 yen | deposit period exceeds - 140,000,000 yen | deposit period exceeds - 990,000,000 yen
thres months three months three months

Cash and cash equivalents 11,327,451,000 yen { Cash and cash equivalents 23,931,370,000 yen | Cash and cash equivalents 23,202,882,000 yen




(Matters related to lease transactions)

Consolidated accounting period
in the previous term
From January 1, 2005 to June 30, 2005

Consolidated accounting period
in this term
From January 1, 2006 to June 30, 2006

FY2005
(From January 1, 20, 2005
to December 31, 2005)

1. Finance lease transactions other than diose
the ownership of which is recognized as being
transferred to a borrower

{1) Amount equivalent to the purchase price of
lease assels, amount equivalent o total sum of
depreciation, and the amownt equivakent to
batance at the end of term

Amount  Amount  Amout
cquivalent cquivalent equivalent
to to total sum to balance zt
zequisition of the end of
price  depreciation  term

Building
equipmen!

Tt‘:ruls.
‘““::;‘“‘ 1622429  TIO664 842,765
fixtures

Saftware 249,605 94224 155,381

1. Finance lease transactions other than those
the ownership of which is recognized as being
transferred Lo & borrower

(1} Amount equivalent to the purchase price of
lense assets, amount equivalent to total sum of
depreciation, and the amount equivalent to
balance at the end of term

Amount  Amount  Amount
equivalent equivalent cquivalent
o to tota] sum to balance at
acquisition of the end of
prite  depreciation  term

Building
equipmenl

Tools,
equ:]::lwnl 1910231 945214 965,017
fixtures

12,229 3057 9,172

Software 754,957 246,825 508,132

I. Finance lease transactions other than those
the ownership of which is recognized as being
transferred to a borrower

{1) Amount equivalent 1o the purchase price of
lease assets, amount equivalent 10 total sum of
depreciation, and the emonnt equivalent to
balanee at the ead of term

Amount  Amount  Amcunt
equivalent equivalent equivalent
to to total sum to balance at
aequisition of the end of
price  depreciation  term

Bu_ilding
equipment
Tootls,
PN 862209 1,104,329 847,959
fixtures

Software 521,091 206099 314,992

Total 1,872,035 873,888 998,146

(2) Amount equivalent to balance of uncarned
Icasa feos al the end of term
Less than one year 338,439,000 yen
Civer one year 556,781 n
Total “1,015,221,000 yen
{3) Lease fees paid, amount equivalent to
depreciation cost, and ameunt equivalent to

interest paid

Lease fees paid 222,703,000 yen
Amount equivalent to

depreciation cost 212,619,000 yen
Ammnaunt equivalent to

interest paid 9,539,000 yen

{4) Method of cakulating the amount equivalent
to depreciation cost and the omount equivalent to
interest
Method of calculating the amount equivalent to
deprecintion cost
We use the fixed amount method, with the
leasa period sct as the effective live and the
remaining value set os zer0,

Method of catculating the amount equivalent to

imierest
While the disparity between the total sum of
lease fees and the smount equivalent to the
acquisition price of lease assets iy sot as the
amount cquivalent to interest, we adopt the
interest method for distnbution 1o the
respective terms.

2. Opezating lease transaction
Amount equivalent to balance ol uncamed

Total 2677419 1,195,097 1482322

(2) Amount equivalent to balince of unearned

Total 2,383,380 1220428 1,162,951

(2) Amount equivalent to balance of unsamed

lease fees a1 the end of term lease fees at the end of term
Less than one year 529,726,000 yen Lets thon ome year 492,659,000 yen
Over gne year 531,891,000 yen Crvet ons year 596,058,300 ven
Totzl 1.511,617,000 yen Total 1,188.717.000 yen

(3) Lense fees paid, amount equivalent to
depreciation cost, and armoumt equivalent to
interest paid

Lease fees paid 260,241,000 yen
Amount tquivalent to
depreciation cost 250,144,000 yen
Amount equivalent to
ntevest paid 15,244,000 yen

(4) Method of calculating the amount equivalent
to depreciation cost and the amount cquivalent to
interest :
Method of celculating the amauml equivalent 1o
depreciation cost
Some as at left

Method of caleulating the amount equivalent to
interest
Sameas at et

2. Operating lease transaction
Amouni cquivalent to balonce of uneamed

(3) Lease fees paid, amount equivalent to
depreciation cost, and amount equivalent to

interest paid
Lease fees paid 538,834,000 yen
Antount equivatent to
depreciation cost 347,886,000 yen
Amount equivabent to 38,858,000 yeu

interest paid

(4) Method of calculuing the
equivalent to depreciation cost and the amount
equivalent to interest
Method of calculating the amount equivalent
to depreciation cost
Samo as ot lefl

Method of calculating the amount equivalent
to interest
Same as at left

2. Operating bease transaction
Amount equivalent to balance of uneamned

lease fees at the end of term lease fees at the end of term lease fees at the cod of termn

Less than one year 9,016,000 yen Less then one year 12,789,000 yen Less than one year 2,492,000 yen
v 2428 1,000

Totl 32,321,000 yen Total 37,077,000 yen Tolal 8,723,000 yen



(Matters related to securities)
Previous consolidated accounting term (ended June 30, 2005)

1. Other securities with market value

. Amount posted in the .
Type C?ﬁ\f;ﬁ"'t:)‘m consolidated balance sheet (IhVanaI::e
4 (thousand yen) ousand yen)
(1) Shares 877,767 913,912 36,145
Total 877,767 913,912 36,145

2. The amount of major securities recorded on the consolidated interim baiance sheet that are not marked to market

Contents Amount posted in the consolidated balance sheet
{thousand yen)
Other securities
Untisted shares 3,930,343
Untisted bonds 50,000
Others 208,788
Total 4,189,131

Consolidated accounting term under review (ended June 30, 2006)

1. Other securities with market value

L Amount posted in the .
Cost of aequisition Ny Variance
1} hi
| Type (thousand yen) como(:dal:;da::lanc;s eet (thousard yen)
(1) Shares 510,665 2,266,923 1,756,257
Total 510,665 2,266,923 1,756,257

2. The amount of major securities recorded on the consclidated interim balance sheet that are not marked to market

Contents Amount posted i:E L{l};e u;::ﬁcyliia;ted balance sheet
Other securities
Unlisted shares 5,325,919
Others 897,297
Total 6,223,217

(Note) For the consolidated interim accounting period under review, securities of 547,702,000 yen (stocks with
market value of 513,172,000 yen and stocks without market value of 34,530,000 yen among other securities) are

written down.



FY2005 (ended December 31, 2005}

1. Other securities with market value

s L Amount posted in the .
Cost of sequisition : Variance
Type consolidated balance sheet
(thousand yen) (thousand yen) (thousand yen)
(1) Shares 1,035,452 838,547 -196,905
Total 1,035,452 838,547 ~ 196,905

2. The amount of major securities recorded on the consolidated interim balance sheet that are not marked to market

Amount posted in the consolidated balance sheet

Contents (thousand yen)

Other securitics
Unlisted shares 3,956,299
Unlisted bonds 624,292
Others 270,031
Total 4,850,624

{Matters related to derivatives transactions)

Previous consolidated accounting term (ended june 30, 2005)
As hedge accounting is applied to derivative transactions in which the Group engages, they are preciuded

from the listing on the report.

Consolidated accounting term under review {ended June 30, 2006)
As hedge accounting is applied to derivative transactions in which the Group engages, they are precluded

from the listing on the report.

FY2005 {ended December 31, 2005)
As hedge accounting is applied to derivative transactions in which the Group engages, they are precluded

from the listing on the report.

(Stock options, etc)

Consolidated accounting term under review (from January 1, 2006 to June 30, 2006)

nfa




{Segment information)

Segment information by business type

Previous consolidated accounting term (from January 1, 2005 to June 30, 2005)

Intemet
Internet Use Suppert | Advertising Elimination or .
Section Business Support ( thou?u:l] ) Company-wide EOTMhSB‘Cd
{thousand yen) Business and yen, {thousand yen) (thousand yen)
{thousand yen)
1 Sales and operating revenue
Sales

(1) Sates to external customers 8,353,402 5,950,629 14,304,032 - 14,304,032
(2) Dealings between segments 64,582 62,477 127,059 (127,059) —
Total 8,417,984 6,013,107 14,431,091 (127,059) 14,304,032
Operating expenses 6,994,905 6,343,194 13,338,099 (156,268) 13,181,830
Operating profit or loss (-) 1,423,079 ~330,087 1,092,992 29,209 1,122,201

(Notes) 1. Business classification follows the classification we adopt for internal management.
2. Primary products in cach classification:
(1) Internet Use Support Business (Intemet [nfrastructure Business)

» Access operations, Domain ecquisition business, Web Hosting operations, Website
construction and support business, Security operetions, Credit card payment processing
operations, Enterprise communications business

(2) Internet Advertising Support Business {(Media Business)
+ + + Internet media construction business, Intemet advertising sales business, JWord business,
Online gaming business

Please note that from this consolidated accounting period, the names of our business units have changed from the

IxP (Internet Infrastructure Related Business) to Internet Use Support Business (Intemet Infrastructure Business)

and from the Internet Ad Media Business to the Internet Adverstising Support Business (Media Business).

Consolidated accounting term under review (from January 1, 2006 to June 30, 2006)

internet Use Aé"v:ﬁ::ng
Support Business Support  [Internet Finance Elimination or .
Section lm‘gmemi:n' Business Business th Tolt;l Company-widg (gorl:ss::gaw:)
rastructure (Media {thousand yen) (thousand yen) (thousand yen) o e
Business) Business)
{thousand yen) (thousand yen)
I Sales and operating
revenue
Sales
(1) Sales to external _
cuStomers 7,963,200 5,939,510 9,140,250 23,042,961 23,042,961
(2) Dealings between 62,692 79342 - 142,035 | (142,035) -
segments
Total 8,025,892 6,018,353 9,140,250 23,184,997 (142,035) 23,042,961
Operating cxpenses 6,753,962 5,756,529 8,724,198 21,234,690 (200,881} 21,033,809
Operating profit 1,271,930 262,324 416,051 1,950,306 58,845 2,009,152

{Notes) 1. Business classification follows the classification we adopt for internal management.
2. Primary producls in each classification:
(1) Internet Use Support Business (Internet Infrastructure Business)

+ « - Access operations, Domain acquisition business, Web Hosting operations, Website
construction and support business, Security operations, Credit card payment processing



operations, Enterprise communications business
(2) Internet Advertising Support Business (Media Business)
« + + Internet media construction business, Internet advertising sales business, JWord business,
Online gaming business
(3) Internet Finance Business
- « - Consumer credit business, Internet securities business, venture capital business



FY2005 (from January 1, 2005 to December 31, 2003)

Internet Use Internet
Support Advertising
Business Support  [Internet Finance Elimination or :
Section (Internet Business Business (tho T:tzl Company-wide [(ltlonsohga!cd
Infrastructure (Media (thousand yen) usand yen) {thousand yen) (thoussnd yen)
Business) Business)
(thousand yen) | {thousand ven)
1 Sales and operating
TeveEnuS
Sales
(1) Sales to external 150531311 11,877,506 9,389,170 37,219,808 -| 37,219,308
customcrs 2 ] L) H ¥ 2 b ’
(2) Dealings between _ _
segments 102,007 128,483 230,421 (230,491)
Total 16,055,139 12,005,989 9,389,170 37450300 (230,491) | 37,219,808
Operaling expenses 13,502,950 12,235,063 7,408,755 33,146,769 (279,442) | 32,867,327
g;’m"“g profit or loss 2,552,180 | - 220073 | 1980414 | 4,303,530 48950 4,352,481

(Notes) 1. Business classification follows the classification we adopt for intemal management.
2. Primary products in each classification:

(1) Internet Use Support Business (Internet Infrastructure Business)

(2) Internct Advertising Support Business (Media Business)

(3) Internet Finance Business.

....Access service, rental server service, domain
registration service, and service for the
support of IT introduction, etc.

....e-mail advertisement distribution service, and
desktop advertising service, etc.

...Personal finance operations

3. Please note that from this consolidated accounting pcnod, the names of our business units have changed from the
IxP (Internet Infrastructure Related Business) to Intemet Use Support Business (Internet Infrastructure Business)
and from the Internet Ad Media Business to the Intemet Adverstising Support Business (Media Business).

4. Changes in accounting treatment

As mentioned in “Changes in Accounting Treatment,” agency cornmissions and sales promotion expenses which
were previously posted as sales and general administrative expenses are deducted from sales from the consolidated
accounting term under review. With this chenge, sales and operating expenses in the Internet Advertising Support
Business (Media Business) decreased by 884,328,000 yen and this was posted. However, this change did not have
any impact on segment information other the Internet Advertising Support Business (Media Business).

Segment information by location
The ratios of Japan to total sales of entire scgments and to total assets of all segments in the previous

consolidated accounting term (from January 1, 2005 to June 30, 2005), the consolidated accounting term

under review (from January 1, 2006 to June 30, 2006) and FY2005 exceed 90%. As a result, we do not

provide segment information by location.

Sales in overseas

The ratio of sales in overseas to consolidated sales in the previous consolidated eccounting term (from

January 1, 2005 to June 30, 2005), the consolidated accounting term under review (from January 1, 2006 to

June 30, 2006) and FY2005 is less than 10%. As a result, overseas sales are not stated.
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(Per share information)

Consqlid;lted m:gount:‘ns period Consolidllfd S‘gounﬁng period FY2005
. in the previous term n ths term
Section From ;,anuary 1,2005 From Junuary 1, 2006 (From January 1, 20, 2005
to June 30, 2005 10 June 30, 2006 1o December 31, 2005)
Net astets per share 222 yen 08 sen 278 yen 63 sen 262 yen 51 320
Net profit per share 10 yen 83 sen 3 yen 12 sen 52 yen 68 sen
Net profit per share afier 10 yen B0 sen 3 yon 02 sen 52 yen 39 sen
adjustment of tatent shares
In the caleulation of net profit per In the calcutation of net profit per In the calculation of net profit per
share after the adjustment of latent share after the adjustment of latent share after the adjustment of latent
shares, in accordance with the shares, in secordance with the shares, in accordance with the
*Actual handling of net profit per “Actual handfing of net profil per *Actual handling of net profil per
share” (Report on actual handling share” (Report on 2ctual handling share” {Report on actua] handling
No.9 issued by the Corporste No.9 issued by the Corporate No.9 issued by the Corporate
Accounting Standands Commitiee), Accounting Standards Committee), Accounting Standards Commitiee),
we do not include equity warmants we do not include equity wammants we do not inchude equity warranty
issued by unlisted subsidiaries, issved by unlisied subsidiaries, issued by unlisted subsidiaries,
namely GMO Research, Inc., FWord | namely GMO Research, Inc., JWord | namely GMO Research, Inc., J'Word
Inc., and GMO Hosting and Inc., and GMO NETCARD, Inc. lac., and Orient Credit Co., Ltd.
Technologics, Inc. {former Orient Credit Co., Lid.} :
{Additional infanmation)
Along with the revision of the
“Guidance oo Accomnting Standard
for Earnings Per Share” (ASBJ
Guidance No. 4) on January 31,
2006, the smoumt of not deferred
hedge gains (adjusted for tax effect)
is included in net assets at the end of
the interim sccounting term regarding
comsuon slock from tha consolidated
interim accounting period under
review,
Net assets per share for the interim
accounting term under review,
calculated based on the method used
fot the previous interim accounting
tern, are 278.51 yen.
Because of the treatment described
above, net assets per share for the
interim accounting period under
neview in d 0.12 yen compared
to the case in whith Lhe mathod used
in the previous interim accounting
lerm is applied.
(Note) Calculation basis
1. Net zssets per share
Consolidated accounting period | Consolidaled 2ccounting period
X in the previous term im this term FY2005
Sectlon From Janusary |, 2005 From January 1, 2006 o ey L sy
to June 30, 2005 to June 30, 2006 to Degem ’ )
Total net assets in the balance sheet - 24,076,581,000 yen : -
Net sssets regarding comman stock - 17,276,921,000 yen - -
Major compoaents of the difference
between total net assets in the balance
shee! and the smount of net assets ot the
end of interim secounting term regarding
common stock used for the caleulation of _
net assets per share - 34,308
Stock subscription rights - 6,765,262 -
Mingrity interest
Wumber of common shares issued - 62,031,378 shares -
The Company’s commion shares - 26,784 shares -
The number of commaon shares used for the _ 62,004,554 shares —
calculation of net assels per share !




2. Net profit per share and net profit per share after adjustment of latent shares 1

Consolidated accounting period Consolidated accounting period FY2005
Section in the provious term in this term (From January 1, 20, 2005
e From January 1, 2005 From January 1, 2006 w0 Deoemb:’rr J'I ZEJOS)
to June 30, 2005 to June 30, 2006 v
Net profit per share
Net profit 666,603,000 yen 193,030,000 yen 3,258,953,000 yen
Amount not belonging to common _ _
shareholders 22,647.000 yeu
{Of which, bonuses to directors by - _
appropriation of eamings) = =) (22,647,000 yen)
:'h:‘m";"m 2nsociated with commen 666,603,000 yen 193,030,000 yen 3,236,305,000 yen
Average mumber of shares issued 61,686,297 shares 62,031,378 shares 61,720,805 shares
during the term
Average number of treasury hares - Q17,30 shares - 26,784 shares - 291,789 shares
during term
“:’:n'“““ mumber of shares during the 61,269,067 shares 61,961,381 shares 61,429,016 shares
Major companent of the adjusted net
profit used for the calculation of
fulty diluted net profit pev share
Decline in net profit duc to the
¢ffect of potential shares issued - 5,316,000 yen _
by subsidiaries
Adjustment of net profit — 5,316,000 yen -
Increase in common shares 467,414 sharcs 136,611 shares 335,948 shares
{Of which, equity wamants) (450,263 shares) (136,611 shares) (315,457 shares)
(Of which, stock options by the _ "
payback method) (17,151 shares) (=) (20,491 shares)
Summary of latent shares not included in Stock subscription rights based on [ 1* 1o 3% unsecured conventible
the calculation of net profit per share Aticle 280-20 and Article 280-21 | pond.type comporate bonds with
. of the former amended ;
after adjustment of latent chares as they Commercial Code in 2001 equity warranls (total free
do not have » dilution cffect smount 31,000 million yen),

Second stock subscription right
(Resolved at the ondinary generd
meeting of shancholders on M
29, 2005) .

Common stock 10,000 shares—

1




{Material subsequent events)

Consolidated accounting pericd
in the previous term
From January 1, 2005 to June 30, 2005

Consolidated accounting period
in this erm
From January 1, 2006 to June 30, 2006

FY 2005
{From January 1, 20, 2005
1o December 31, 2005)

1. Conclusfon of a stock swep agreement with
Solis Corporntion
At the Board of Directors’ meeting held on
August |, 2005, the Company and Solis
Corporation received on September 21, 2005
approval for the conclusion of a stock swap
egreement under which Salis Corporation
would becoms a wholly-owned subsidiary of
the Campany for the purpose of expanding its
businesses.
(1) Overview of the stock swap agresment
1)Contents of the stock swap -
The stack swap is conducted based on
Ariicle 352 of the Commercial Code, and
the Company will exchange stocks based
on the “simple stock swap" procedures
stipulated in Article 358, Paragraph 1 of
the Commereial Code.
2) Date of stock swap
September 21, 2005

3) Stock issued by the stock swap and its
allocation
The Company will issue 429,390
common shares through a steck swap
with Solis Corporation and deliver them
to the shareholders named in the
sharcholders' register with a ratio of
0.524 shares to 1 common share of Solis
Corporation.

4) Amount of capital reserve to increase
The inercase in capital reserve with the
stock swap will be the ameunt of
existlng net acsets of Solis Carporation.

(2) Overview of Solis Corporation

1) Main lines of business
Dormain registration business

2) Sales and operating profit

(Year ended Decermnber 2004)
Sales: 158,965,000 yen
Operating profit: - 144,000 yen

3) Assets, liabilities, sharcholdess' equity
(Year ended December 2004)

Assets: 45,504,000 yen
Liabilithes: 33,410,000 yen
Shareholders” equity: 12,094,000 yen

1. Acquisition of shares in Miki Shoji
Corperation.

GMO NETCARD, Inc., a consolidated
subsidiary of the Company, has decided to
acquire all shares in Miki Shoji Corporation to
pursue ceoncunies of scale in the consumer
credit business and oxpand its earnings.

(1) Name: Miki Shoji Corporation.
(2) Business: Cansumer credil business
(3) Acquisition date: August 1, 2006
(4) Overview of Miki Shoji Comporation
1) Sakes and operating profit
(Year caded July 2005)
Sales: 2,342,723,000 yen
Operating profit: 42,446,000 yen

2) Assets, liobilities, shareholders’ equity
(Year ended July 2005)
Assets: 9,885,703,600 yen
Liabilittes: 7,725,780,000 yea
Shareholders’ equity: 2,160,929,000 yen

1. Redemprion of 1® to 3° unsecured convertible
bond-type corporate bonds with equity
warrnnts before maturity by GMO Internet
ine.

Following the resclution of the Board of
Directors meeting held on February 14, 2006,
the Company redcemed the 1% to 3™
unsecured ¢onvertible bond-type corpermite
bonds with equity warrants (with a special
agreement that convertible bond-typs

* corporute bonds with equity warmnts arc in
the same rank in a imited way) before
maturity. The details are as follows:

(1) Issues Redoemed Before Maturity
The 1" to 3" unsecured convertible bond-
type corporate bonds with equity warrents
{with & special agreement that convertible
emd-type corporato bonds with equity
warrants ore in the same rank in a mited
way) of GMO Intermnet Inc.

(2) Amount Redeemed Before Maturity
The entire zmount of the total face value of
the 1 to 3 unsecured convertible bond-type
corporate bonds with equity warrant (with the
special agreement that convertible bond-type
corporate bonds with equity warrant are in
the same rank in a limited way) of GMO
Internet Ine, was 31 billion yen

(3) Method of Redemption Before Maturity
100 yen per ¥100 par value

(4) Pericd of Redemption Befare Maturity:

March 17, 2006

(%) Method of Fund Raising for Redemption

Before Maturily
Bank borrowing

2, Bank Borrowing
At the Board of Directors meeting held on
March 2, 2006, the Company resolved that it
should borrow meney from baaks for the
redemption of the 1* 1o 3™ msecured
convertible bond-type corporate bands with
equity warrmnts before maturity, and
fmplemented such borrowing. The details are
a3 follows:
{1} 1) Lender: Aczora Bank
2) Amount of borrowing: 22 billion yen
3) Repayment period: Six months form the
date of implementation -
4) Date of borrowing: March 16, 2006
5) Security: Shares in the Company’s
subsidiaries
6) Interest rate: 0.59273%
{2) 1) Lender:  Resona Bank, Limited.
Mizuho Bank , Lid.
The Niashin Fire & Marine
Inserance Co., Ltd.
The Hyakujushi Bank, Ltd.
2) Amount of borrowing: 6 billion yen
3) Repaymient period: Five years form the
dars of implementation
4} Date of borrowing: March 15, 2006
5) Sceurity: Shares in the Company's
subsidiaries
6) Imereyt rate: 1.13636%
{3) 1) Lender: Sumitomo Mitsui Banking
Corporation
2) Amount of borrowing: 2.8 billion yen
3) Repaymient period: Three years form the
date of implementation
4) Date of bommowing: iMarch 16, 2006
5) Interest rate: 0.83%




Consolidated accounting psriod
in the previous lerm
From January ¢, 2005 to hune 30, 2005

Consalidated accounting period
in this term
From January [, 2006 to June 30, 2005

FY 2005
(From January 1, 20, 2005
to December 31, 2005)

2. Conclusion of o share transfer agreement

At the mecting of the Board of Directors held on
August 15, 2005, the Company resolved
acquite shares issued by Orient Credit Co., Ltd.
to cxpand its business sreas. A share transfer
agreement was  concluded: Dewils are &
follows:

(i) Name of companies from which we sequire

ares
Unison Capital Patners,L.P
UC QOcean Investers,L.P.
UC Qeean Investers2 P

{i JName of a company from which we acquire
hares
Qrient Credit Co., Ltd,

ki) Date of share acquisition
September 30, 2005

Kiv) Number of shares to acquire
71,867 shares

v) Acquisition costs mnd ownership mtio after
khe acquitition

Acquisition cost: 25,041 million yen
Orwnership ratio sfter acquisition: 94.28%

Kvi) Financing for payment and payment method
Financing through bond issuance

3. Bond issuance

At the meeting of the Bosrd of Directors held on
August 15, 2005, the Company resolved o issue
bonds through a private placement to raise funds
for the acquisition of shares. The details are as
follows. :
(i) Typo First unsecured straight bond
i) Offer price 100 yen pet face value of 100 yen
(ii7) Total issue amount 28 billion yen

(iv) Interest rate 1% per year
Kv) [ssuc date August 31, 2005
(vi) Maturity 1 year

vii) Usz of procesds Acquisition of shares
(i) Redemption 100 yen per face value of 100
hyen
The issuing company may make on
early redemption  with accrued
interest in addition to the 100 yem per
face value of 100 yen upon the giving
of one week's advance notice.
The Company redesmed tha entire 2mount on
September 7, 2005 with the issuence of the first
threugh third unsecured convertible bonds with
equity warrants.

2, Sale of securities

On August 29 end Scpiember [2, 2006, the
Company sold shares held in Drecom Co., Lid,
The gain on the sale of investment securities
was 1,206,525,000 yen.

3, Acquisition of shares in Just Tnc. and others
(tota] 13 companies)
GMOQ NETCARD, Inc., a consolidated
subsidiary of the Company, decided to acquire
all shares in Just In¢, and other companies (a
total of 13 companies) to pursue economies of
scale in the consurner eredit business and
increase eamings.

(1) Noms Just Ine.
(2) Business Congumer credit business
(3) Acquisition date Augusi3!, 2006
(4) Overview of the company
1) Sales and opernting profit
(Year ended May 2006)
Sales: 875 million yen
Operating profit: 273 million yen

2) Asses, liabilities, sharcholders’ equity
(Year ended May 2006)
Assets: 5.683 million yen
Liabilities: 3,038 million yen
Shareholders' equity: 2,595 million yen
(1) Name Like Caed, Inc.
{2) Business Consumer tredit business
(3) Acquisition daic August 31, 2006
{4) Overview of the company
1) Sales and aperating profit
(Year ended May 2006)
Sales: 50 million yen
Operating profit: - 42 million yen

2) Asscts, liabilities, sharehalders® equity

(Year ended May 2006)
Agsels: 581 million yen
Liabilities: 618 miltion yen

Sharcholders’ equity:
— 37 mullion yen




Consclidated accounting period
in the previous term
From January 1, 2005 to June 30, 2005

Consolidated accounting peried
in this term
From January £, 2006 1o June 30, 2006

FY2005
{From January 1, 2}, 2005
10 December 3L, 2005)

4. Issuance of the first unsecured convertible
bonds with equity warrants
At the mesting of the Board of Directors held
on August 22, 2003, the Company resolved to
issue the first through third unsecured
convertible bonds with equity wamants. The
details arc as follows:
(1) Name of band
GMO Internet, Inc. The first unsecured
convertible bonds with equity wamnis
{Unsecured convertible bonds with equity
wamants and special agreement on Kmited
equal priority among bonds)
(2) Total issue amount 15 billion yen
(3) OfTer price
100 yen per face value of 100 yen
(4) Interest rate
None
(5) Maturity
Sepiember 7, 2007
{6) Payment date and issue date
September 7, 2005
(7) Security
None
(8) Uso of proceeds
Proceeds will be used for the redemption of
the Iotal amount of the first unsecured
straight bond 2and repayment of the total
amount of short4erm borrowings, as well s
expansion of new businesses.
(9) Matters related to stock acquisition rights
(i) Type of stock as the object of stock
scquisition rights
Cormmon stock of GMO Internet, Inc.
(i) Total number of stock acquisition rights
30 rights
(ii3) Offer price of stock acquisition rights
Freo

(iv) Bxescise period of stock acquisition rights
From September 8, 2005 to September 5,
2007

(v} Number of shares as the object of stck

pequisition rights
It shall to the maximum integral number
chtained by dividing the weal amoumt of
offer prices of this bond when the exercise of
stock subscription tights is requested by the
amount of payment at the time of exercise
(hereinafter called the “conversion price”
{(Note 2)). In this case, fractions of sharcs
less than one share shall be tnmeated and not
adjusted by cash.

(vi) Amount of payment at the time of exercise
3,000 yen per share

{vif) Offer price of shares to be issued by the
exercise of siock subseription rights and
amount of capilalization

1) Offer price of shares
3,000 yen per share (Note)
{f) Amoun! of capitalization within the offer
price
1,500 yen per share
(When the amount of payment is adjusted,
the amount of capitalization shall be half
the amount of payment afier adjustment.
When a decimal number of less than one
yen arises from the calculation, it shall be

rounded up to the nearest one yen. )

(1) Name Sanyo Shinpan, Lud.
{2) Business Consurner credii business
(3) Acquisition date August31, 2006
{4) Overview of the company
1) Sales and operating profit
(Year ended May 2006)
Sales: 902 million yen
Opersting profit: 284 million yen

2) Assets, linbilities, sharcholders' equity

(Year ended May 2006)
Assots: 5,082 million yen
Liabilitiea: 2,675 million yen

Shareholders” equity: 2,407 million yen
(1) Name East Japan Credit, Ltd.
{2) Business  Consumer credit business
(3) Acquisition date August 31, 2006
(4) Overview of the company

1) Sales and operating profit
(Year ended May 2006)
Sakes: 1,663 million yen
Openating profit: 517 million yen

2) Assels, linbilities, shareholders' equity
(Year ended May 2006}
Assets: 9,208 million yen
Liabilites: 5,081 million yen
Shareholders® equity: 4,127 million yen
(1) Name Sualife, Lid.
{2) Busincss  Consumer credit business
(3) Acquisition date August 31, 2006
{4) Overview of the company
1) Saies and operating profil
(Year ended May 2006)
Sales: 2 million yen
Operating profit: —22 million yen

2) Assets, liabilities, sharcholders’ equity
(Year ended May 2006}
Assets: 168 millien yen
Lisbilities: 185 million yen
SharehoMers’ equity:  ~ 17 million yen
{!)Name San-ai Shinpan, Ltd.
{2) Business Consumer credit business
{3) Acquisition dote Augusi 31, 2006
(4) Overview of the company
1) Sales and operating profit
(Year ended May 2006)
Sales: 1,333 million yen
Operaling profit: 399 million yen

2) Assets, Habilities, sharcholders’ equity
(Year ended May 2006)
Assels; 7347 million yen
Liabilities: 4,230 million yen
Sharcholders’ equity: 3,117 million yen




Consolidated accounting period
in the previous tem
From January 1, 2005 to June 30, 2005

Consolidated accounting period
in this term
From Janusry 1, 2006 lo June 30, 2006

FY2005
(From Jonuary 1, 20, 2005
to December 31, 2005)

{Note) Change in conversion price

{i) On or after April 1, 2006, the Conversion Price
shall be changed to an amount equivalent to 92%
of the average daily closing price for ordinary
transactions of the conumon shares of the

Company on the Tokyo Stock Exchange for five
consecutive business days from the business day
following the third Friday of every month
(hereinaRer referred (o as the *Date of
Determination™) (A business day without a ¢closing
price shall be excluded from the five consecutive
business days. If the Date of Determination does
not fall into a business day, the five consecutive
business dzys shal] be five consecutive business
days up to the business day immediztely preeeding
the Date of Determination, This shall hercinafler
be referred to as the “Period for Calculatien of
Market Price™) to the Date of Determinadon
(inclusive) (caleulated to the first decimal place,
with the firsi decimal place rounded up.
Hereinafler referred to as “Price at the Date of
Determination). In April 2006, however, two days,
namely April 7 and April 21 shall become the
Date of Detenmination, and the Conversion Price
shall be changed twice.

{ii} Irrespective of (i) of this ltem, if the Company
deems it necessary and notifies the bondholder of
the Bonds with equity wamants in advance before
March 17, 2006 (inclusive) afier the issue of the
Bonds with equity warrants (hereinafter referred

to 18 “Prior Nolification™), the Conversion Price
shall be changed using 2 method similar to the
method set out in (i) of this liem, until the end of
March 2006. In this eveny, the Conversion Price
shatl be changed by deeming the Friday of the
week that is two weeks® after the week including
the date of the Prior Nolification a8 the Date of
Determiination (if the Friday is a bank holiday, it’
shatl ba the immediately preceding bank business
day). On or afler April 1, 2006, irrespective of the
Prior Notification, the Conversion Price shall be
changed as set out in () of this lem.

(iif) If there is causs for the adjustment of the
Conversion Price as szt out in the following Item
during the Period for Caleutation of Market Price,
the Conversion Price after the change shell be
adjusied to a figure which the Company deems
sppropriate in accordance with the prospecius of
the Bonds with equity warrants. [f, however, 25 2
result of the adjustment, the Price at the Date of
Determination iz lower than 1,278 yen (however,
on or after April §0, 2006 this shall be an amount
cquivalent 1o 60% of the closing price for ordinary
mansactions of the common shares of the
Company on the Tokyo Stock Exchange on April
7, 2006 {if there is no ¢losieg price on that date,
this shall be the closing price on the immediately
preceding day (cakulated down to the first
decimal place, with the first decimal place
rounded up). This shall hereinafier be referred to
as the *Minimum Conversion Price,” but subject
10 adjustment as sct out in the following ltem.),
the Conversion Price after the clange shall
become the Minimum Conversion Price. If the
Price at the Date of Determination is higher than
4,260 yen (however, on or after April [0, 2006
this shall be an amount equivelent o 200% of the
closing price for ordinary trnsactions involving
the common shares of the Company on the Tokyo
Stock Exchange on April 7, 2006 (if there is no
¢losing price on that date, this shall bo the closing
price on the immediately preceding day. This shall
hereinofier be roferred o a3 the “Maximum
Conversion Price,” but subject to adjustment as set
oul in Item (9) of this Paragraph.}, the Conversion
Price after the change shall become the Maximum
Conversion Price.

(1)Name Million, Ltd.
(2) Business  Consumer credit business
(3) Acquisition date August 31, 2006
(4) Overview of the company
1) Sales and operating profit
(Year ended May 2006)
Sales: 957 million yen
Operating profit: 218 million yen

2) Assets, liabilities, shareholders’ equity
(Year ended May 2006)
Assets: 5,283 million yen
Litbilities: 3,552 million yen
SharehoXers® equity: 1,731 million yen
{l)Name Alto, Ltd.
(2) Business Consumer credit business
(3) Acquisition date August 31, 2006
(4) Overview of the company
1) Sales and operating profit
{Year ended May 2006)
Sales: 698 million yen
Operzling profit: 182 million yen

2) Assets, lisbilities, sharcholders’ equity
(Year ended May 2006)
Asscts: 3,869 million yen
Liabilities: 2,321 million yen
Sharcholders’ equity: 1,548 million yen
(1) Name Japanm, Led.
{2) Business Consumer credit business
(3) Acquisition date August 31, 2006
{4) Overview of the company
1) Sales and operating profit
(Year ended May 2006)
Sales: 2,742 million yen
Operating profit: 983 million yen

2) Assets, liabilities, shareholders’ equity
(Year ended May 2006)
Assets: 14,055 emillion yen
Liabilities: 7,538 million yen
ShareholMers® equity: 6,517 million yen
(1) Name JC, Ltd.
{2) Business Consurner credit butiness
(3) Acquisition date August 31, 2006
(4) Overview of the company
1) Sales and operating profil
(Year ended May 2006)
Sales: -
Operating profit: -7 million yen

2) Assets, liabilities, shareholders’ equity
(Year ended May 2006)
Assels: 42 millign yen
Linbilites: 44 rnillion yen
Shareholders’ equity: -2 million yen




Conselidated aceounting period
in the previcus term
From January 1, 2005 to June 30, 2005

Consolidated accounting period
in this term
Fram January 1, 2006 1o June 30, 2006

FY2005
{From January 1, 20, 2005
1o December 31, 2005)

5. lssusnce of the second unsecured convertible
bonds with equity warranis
At the meeting of the Board of Directors held on
August 22, 2005, the Company esolved (o issue
the first through third unsecured convertible
bonds with equity wamants. The details are as
Pollows:
(1) Name of bond
GMO Intemnet, Inc, The second unsecured
convertible bonds with equity warmanis
{Unsecured convertible bonds with cquity
wamnts and special agreement on limited
cqual priority among bonds)
(2) Total issue smount 10 billion yen
(3) Offer price
100 yen per face valuo of 100 yen
{4} Interest rute
Nono
{5) Maturity
September 7, 2007
{6) Payment date and issue date
September 7, 2005
{7) Security
Nome
{8) Use of procecds
Praceeds will be used for the redemption of
the total amount of the first unsecured simight
bond and repayment of the total amount of
short-term borrowings, as well as expansion of
new businesses.
(9) Matters related to stock acquisition rights
(i) Type of stock as the object of stock ncquisition
rights
Commen stock of GMO Internet, Inc.
(ii} Tata) number of stock ecquisition rights
20 rights
(ifi) Qffer price of stock acquisition rights
Freo .
(iv) Exercise period of stock acquisition rights
Prom September 8, 2005 to September 6, 2007
(v) Number of shares as the object of stock
acquisition vights
It shall be the maximurn integrsl number
obtalned by dividing the total amount of offer
prices of this bond when the exercise of stock
subseription rights is requested by the amount
of payment at the time of exercise (herelnafter
called the “conversion price” (Noto 2)). In this
case, fractions of shares less than one share
shall be truncated and oot adjusted by cash,
{vi} Amount of payment at the Eme of exercise
3,000 yen per share
{vii) Offer price of shares to be {ssued by the
excrcise of stock subscription rights and
wmount of capitalization
) Offer price of shares
3,000 yen per share (Note)
if} Amount of capitalization within the offex
price
1,500 yen per sharo
{When the amount of payment is adjusted,
the amound of cxpiwlization shall be half the
smount of payment after adjustment When 2
decimal number of less than ono yen arises
from the calculation, it shall be rounded up

(1) Name Save, Lid,
(2) Business Consumer credit business
(3) Acguisition date August 31, 2006
(4) Overview of the company
1) Sates and operating profit
(Year ended May 2006)
Sales: 534 million yen
Qperating profit: 166 million yen

2) Assets, liabilities, sharcholders’ equity
{Year ended May 2006)
Assets: 2,681 million yen
Liabilities: 1,429 million yen
Sharcholders' equity: 1,252 million yen
{1 Name N Corporation, Lid.
(2) Business  Consumer credit business
(3) Acquisition date August 31, 2006
(4) Overview of the company
1) Sakes and operating profit
(Year ended May 2006)
Sales: -
Opetating profit: -

2) Assets, liabilities, sharchoMers” equity
(Year ended May 2006)
Assels: 5 million yen
Liabilities: 0 million yen
Sharcholders’ cquity: 5 million yen
{1} Name TS Corporation, Ltd.
(2) Business Consurmer credit business

{3) Acquisition date August 31, 2006
(4) Overview of the company
1) Sales and operating profit
(Year ended May 2006)
Sales: -
Qperting profit: -

2) Assets, libilities, shareholders® equity

(Year ended May 2006)
Assets: 5 million yen
Liabilities: 0 millin yen

Shareholders’ equity: § million yen

to tho one yen. )




Consolidated ac¢ounting period
in the previous term
From January 1, 2005 1o June 30, 2005

Consolidated accounting period
in this term
From Jonuary 1, 2006 to Juns 30, 2006

T FY2005
(From January 1, 20, 2005
1 December 31, 2005)

(Note) Change in conversion price

() On or after April J, 2006, the Conversion Price
shall be changed 10 an amount equivalent to 92%
of the average daily closing price for ordirary
transactions of the common shares of the
Company on the Tokyo Stock Exchange for five
consecutive business days from the business day
following the third Friday of every month
(heremafier referred 10 as the “Date of
Determination™) (A business day without a ¢loging
price shalt be excluded trom the five consecutive
business days. If the Date of Determination docs
not fal into u business day, the five consecutive
business days shall be five consecutive business
days up (o the business dny immediately proceding
the Date of Deternuination, This shall hereinafier
be referred to as the “Period for Calculation of
Market Price”) to the Date of Determination
{inctusive) {calculated to the first decimal place,
with the first decimal place rounded up.
Hereinafler referved to as “Price at the Date of
Determination). [n April 2006, however, two days,
namely April 7 and April 2} shall become the
Dats of Determination, and the Conversion Price
shall be changed twice.

{ii) Imespective of {i} of ihis Item, if the Company
deems it necessary and notifies the bondholder of
the Bonds with equity warrants m advance before
Mareh 17, 2006 (inclusive) after the issue of the
Bonds with equity wananis (hersinafier referred

10 s “Prior Netification"), the Conversion Price
shall be changed using s method similar to the
method set out in (i) of this [tem, untl the end of
March 2006. In this event, the Conversion Price
shall be changed by deeming the Friday of the
week Lhat is two weeks' afier the week including
the date of the Prior Notification as the Date of
Determination (if the Friday is a bank holiday, it
shail be the immediately preceding bank business
day). On or after April 1, 2005, frrespective of the
Prior Notification, the Conversion Price shall be
changed as set out in (§) of this Item.

(§ii) If there is cause for the ndjustment of the
Convertion Price a5 set out in the following liem
during the Period for Caleulation of Market Price,
the Conversion Price after the change shall be
adjusted to a figure which the Company decms
appropriate in accordance with the prospectus of
the Bonds with equity warrmnts. If, however, as 2
result of the adjustment, the Prico at the Date of
Determination is lower than 1,278 yen (however,
on or afier April 10, 2006 this shall be an amount
cquivalent to 60% of the closing price for ordinary
transactions of the common shares of the
Company on the Tokyo Stock Exchange on April
7, 2005 (if there is no closing price on that date,
this shall be the closing price on the immediately
preceding day (cakculsted down to the first
decimal place, with the Hrsi decimal place
rounded up). This shall hereinafter be referred o
as the “Minimum Conversion Price,” but subject
to adjustment 88 set out in the following Item.),
the Conversion Price after the change shall
became the Minimum Conversion Price. If the
Price at the Date of Determination is higher than
4,260 yen (however, an or afier April 10, 2006
this shall be sn amount equivalent to 200% of the
closing price for ordinary transactions involving
the common shares of the Company on the Tokyo
Stock Exchange on April 7, 2006 (if there is no
closing price on that dete, this shall be the closing
price on the immediately preceding day. This shall
lercinafter be referred to as the “Maximum
Conversion Price,” but subject 10 adjustment as set
out in [tem (9) of this Paragraph.), the Conversion
Price after the change shalk become the Maximum
Conversion Price.




Consolidated acoounling period Consclidated accounting period FY2005
in the previous term in this torm (From Jenuary 1, 20, 2005
From January 1, 2005 1o June 30, 2005 From January 1, 2006 to June 30, 2006 10 December 31, 2005)

6. Issuance of the third unsecurcd convertble
bonds with equity wamants
At the meeting of the Board of Directors held on
August 22, 2005, the Company resolved 1o issue
the first through third unsecured convertible
bonds with equity warrents. The delails are as
follows:
(1) Name of bond
GMO Intemet, Inc. The third unsecured
convertible bonds with equity warmanis
(Unsecured convertible bonds with equily
warrants ond special agreement on limited
equal priority among bonds)
(2) Totzl fssue amount 6 billion yen
(3) Offer price
100 yen per face velue of 100 yea
(4) Interest rate
None
(5) Maturity
September 7, 2007
(6) Payment date and issue date
September 7, 2005
(7) Security
Nooe ¢
(%) Use of proceeds
Procecds will be used for the redemption of
the tota] amount of the first unsecured straight
bond and repayment of the total omoumt of
short-termn bormowings, as well as expansion of
new businesses.
(9) Matters related lo stock acquisition rights
(i) Type of stock as the object of stock aequixition
rights
Common stock of GMO Iaternet, Ine,
(i} Total number of stock acquisition rghts
12 rights
(iif) Offer price of stock scquisition tights
Free

(iv} Exercise period of stock acquisition rights
From September 8, 2005 o September §, 2007
(v) Number of shares as the object of stock
acquisition rights
1t shall be the maximum integral number
obtaincd by dividing the total amount of offer
prices of this bond when the exercise of stock
subscripdon rights is requested by the amount
of payment at the time of exercise (hercinafter
called the “conversion price™ (Note 2)). In this
case, fractions of shares less than one share
shall be runcated and not adjusted by cash.
(vi) Amount of payment at the time of exercise
3,000 yen per share
(wii) Offer price of shares to be issued by the
exercise of stock subscription rights and
amount of capitalization
i) Offer price of shares
3,000 yen per share (Note)
iy Amount of capitalization within the offer]
price
1,500 yen per share
(When the amount of payment is adjusted,
the amount of capiralization shall be half the
amount of payment afier adjustment When a
decimal number of less than one yen ariscs
from the cakulation, it shall be roundsd up

1o the nearest one yen. )




Consolidated occounting period
in the previous term
From January 1, 2005 to June 30, 2005

Consolidated necounting period
in this term
From Jaouzry 1, 2006 to June 30, 2006

FY2005
(From January 1, 20, 2005
to December 31, 2005)

(Note) Change in conversion price
(i) Om or after April 1, 2006, the Conversion Price
shall be changed to an amount cquivalent to 92%
of the average duily closing price for ordinary
transactions of the common shares of the
Company on the Tokyo Stock Exchange for five
consecutive business days from the business day
following the third Fridoy of every month
(hercinaficr referred to as the “Date of
Determination™) (A business dzy without a closing
price shall be excluded from the five conszcutive
business days. If the Date of Detenmination does
not fall into a business day, the five consecutive
business days shall be five consecutive business
days up to the business day immediately preceding
the Date of Determination. This shall hereinafter
be referred to as the “Period for Calculation of
Market Price™) to the Date of Detennination
(inclusive) (calculated to the first decimal place,
with the first decimal place rounded up.
Hereinafter referred 1o 28 “Price ot the Date of
Determination). in April 2006, howaver, two days,
" namely April 7 and April 2) shall become the
Date of Determination, and the Conversion Price
shall be changed twice.
(i) Irrespective of (i) of this Item, if the Company
deems it necessary and notifies the bondholder of
the Bonds with equity warrants in advance before
March 17, 2006 (inclusive) after the issus of the
Bonds with equity warsants (hereinafter referred
10 as “Prior Notification™, the Conversion Price .
shall be changed using o method similar to the
method set cut in (i) of this [tem, until the end of
March 2006. In this event, the Conversion Price
shal! be changed by deeming the Friday of the
week that is two wecks' sitor the week including
the date of the Prior Notificalion as the Date of
Determination {if the Friday is a bank holiday, it
shall be the immediately preceding bank business
day). On or after April I, 2006, irrespective of the
Prior Notification, the Conversion Price shall ba
changed as sct out in (i) of this [tem.
(i} If there is cousc for the adjustnent of the
Conversion Price as set out in the following Jtem
during the Period for Calculation of Market Price,
the Conversion Price after the change shall be
adjusted 10 n figure which the Company desms
gppropriate in accondance with the prospectus of
the Bonds with equity warrants. If, however, as a
result of the adjustment, the Price at the Dats of
Determination it lower than 1,278 yen (however,
on or afier Aprl 10, 2006 this shall be an amount
equivalent to 60% of he closing prico for ordinary
transactions of the common shares of the
Company on the Tokyo Stock Exchange on April
7, 2006 {if there is no closing price on that date,
this shall be the closing price on the immediately
preceding day (cafculated down to the first
decimal place, with the first decimal place
rounded up). This shall hereinzfier be referred to
a3 the “Minimum Conversion Price,” but subject
to adjustment as set out in the foltowing liem.),
the Conversion Price after the change shall
become the Minimum Conversion Price. If the
Price ot the Date of Determination is higher than
4,260 yen thowever, on or after April 10, 2006
this shail be an amount equivalent to 200% of the
closing price for ordinary transactions involving
the common shares of the Company on the Tokyo
Stock Exchange on April 7, 2006 (if thero is no
closing price on that date, this shall be the closing
price on the immiediatety preceding day. This shall
hercinafier be refermed 10 as the “‘Maximum
Conversion Price,” but subject 1o adjustment as sct
out in Iterm {9) of this Paragraph.), the Conversion
Price after the change shall become the Maximum
Conversion Price.
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(Segment information)

Segment information by business type

Previous consolidated accounting term {from January 1, 2005 to June 30, 2005)

Internet
Internet Use Support Advertising Elimination or .
. - Total . Consclidated
Section Business Support Company-wide
((housand yen) Business (thousand yen) (thousend yen) (thousand yen)
(thousand ven)
[ Sales and operating revenue
Sales

(1) Sales to extemnal customers 8,353,402 5,950,629 14,304,032 - 14,304,032
(2) Dealings between segments 64,582 62,477 127,059 (127,059) —
Total 8,417,984 6,013,107 14,431,091 (127,059) 14,304,032
Operating expenses 6,994,905 6,343,194 13,338,099 (156,268) 13,181,830
Operating profit or loss (=) 1,423,079 - 330,087 1,092,992 29,209 1,122,201

{(Notes) 1. Business classification follows the classification we adopt for internal management.
2. Primary products in each classification:
(1) Internet Use Support Business {Internet Infrastructure Business)
+ + + Access operations, Domain acquisition business, Web Hosting operations, Website
construction and support business, Security operations, Credit card payment processing
: operations, Enterprise communications business
{2) Internet Advertising Support Business (Media Business)
« « + Internet media construction business, Internet advertising sales business, JWord business,
Online gaming business
Please note that from this consolidated accounting pericd, the names of our business units have changed from the
IxP (Internet Infrastructure Related Business) to Intemet Use Support Business (Internet Infrastructure Business)
and from the Intemet Ad Media Business to the Internet Adverstising Support Business (Media Business).

Consolidated accounting term under review (from January 1, 2006 to June 30, 2006)

[nternet
e | s | L
upport  |internet Finance Total imination off &\ o -4 ted
Section (Internet Business Business ol Company-widd TSOnCa
lngz.:g:;t;;rc (Media {thousand yen) (thousand yen) (thousand yen) (thousand yen)
Business)
(thousand yen) (thousand yen)
1 Sales and operating
revenue
Sales
(1) Sales to external |
customers 7,963,200 5,939,510 9,140,250 23,042,961 23,042,961
(2) Dealings berween 62,692 79,342 — 142,035 | (142,035) -
segmenis
Total 8,025,892 6,018,853 9,140,250 23,184,997 (142,035) 23,042,961
Openating expenses 6,753,962 5,756,529 8,724,198 21,234,690 (200,881} 21,033,809
Operaling profit 1,271,930 262,324 416,051 1,950,306 58,845 [ 2,009,152

(Notes) 1. Business classification follows the classification we adopt for internal management.
2. Primary products in each classification:
(1} Internet Use Support Business (Intemet Infrastructure Business)

» « + Access operations, Domain acquisition busincss, Web Hosting operations, Website
construction and support business, Security operations, Credit card payment processing
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operations, Enterprise communications business
(2) Internet Advertising Support Business (Media Business)
- - - [Internet media construction business, Internet advertising sales business, JWord business,
Online gaming business
{3) Inteme: Finance Business
« « « Consumer credit business, Internet sccurities business, venture capital business



FY2005 (from January 1, 2005 to December 31, 2005)

Internet Use Internet
Support Advertising
Business Support  {Intemnet Finance Elimination or .
Section (Internet Business Business (lhou:‘:nmdl ) Company-wide (S;""‘Oh:am
Infrastructure (Media {thousand yen) yen {thousand yen) usand yen)
Business) Business}
{thousand ven) [(thousand ven)
1 Sales and operating
revenue
Sales
(1) Sales to extemal 1595331 11,877,500 9,389,170 37,219,808 - 37219 soaj
CuSlOmCTS » £ E) » » L] » b ¥ ¥
{2) Dealings between — -
segments 102,007 128,483 230,491 (230,491)
Total 16,055,139 12,005,989 9,389,170 37,450,300 (230,491) | 37,219,808
Operating cxpenscs 13,502,950 12,235,063 7,408,755 33,146,769 (279,442) | 32,867,327
2;"“‘"“3 profit or loss 2,552,180 | -226073 | 1,980,414 | 4,303,530 48950 | 4,352,481

(Notes) ). Business classification follows the classification we adopt for internal management.
2. Primary products in each classification:

(1) Internet Use Support Business (Internet Infrastructure Business)

(2) Internet Advertising Support Business (Media Business) .

(3) Internet Finance Business

Access service, rental server serviee, domain

registration service, and service for the
support of T introduction, etc.

e-mail advertisement distribution service, and

desktop advertising service, ete.”

..Personal finance operations

3. Please note that from this consolidated accounting period, the names of our business units have changed from the
. IxP (Internet Infrastructure Related Business) to Internet Use Support Business (Internet Infrastructure Business)
and from the Internet Ad Media Business to the Internet Adverstising Support Business (Media Business).

4. Changes in accounting treatment

As mentioned in “Changes in Accounting Treatment,”. agency commissions and sales promotion expenses which
were previously posted as sales and general administrative expenses are deducted from seles from the consolidated
accounting term under review. With this change, sales and operating expenses in the Internet Advertising Support
Business (Mcdia Business) decreased by 884,328,000 yen and this was posted. However, this change did not have
any impact on segment information other the Internet Advertising Support Business (Media Business).

Segment information by location
The ratios of Japan to total sales of entire segments and to total assets of all segments in the previous

*

consolidated accounting term (from January 1, 2005 to June 30, 2005), the consolidated accounting term
under review (from January 1, 2006 to June 30, 2006) and FY2005 exceed 90%. As a-result, we do not

provide segment information by location.

Sales in overseas

The ratio of sales in overseas to consolidated sales in the previous consolidated accounting term (from

January 1, 2005 to June 30, 2005), the consoclidated accounting term under review (from January 1, 2006 to
June 30, 2006) and FY2005 is Jess than 10%. As a result, overseas sales are not stated.
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(Per share information)

Consoilidt;Ied acqountiing period Consolidntgd ;gcowu::;ing period FY2005
. n the previous term in this
Section From J?muary 1, 2005 From Jauary 1, 2006 (From January 1. 20, 2005
to June 30, 2005 to June 30, 2006 to December 31, 2005)
Net assets per share 222 yon OB sen 278 yen 63 sen 262 yen 51 sen
Nel profil per share 10 yen 88 sen 3yen 12 5¢n 52 yen 68 sen
Net profil per share after 10 yon B0 sen 3 yen 02 sen 52 yen 39 sen
sdjustment of latent shares
In the calculation of net profit per In the calculation of net profit per In the calculation of net profit per
share after the adjustment of latent sharp nficr the zdjustment of latent share after the adjusment of latent
shares, in accordance with the shares, in aceondance with the shares, in accordznce with the
“Actua! handling of net profit per “Actral handling of net profit per “Actusl handling of net profit per
share” [Report on actual handling share™ (Report on actual handling share™ (Report on actual handling
No.9 jzsued by the Cotporate No.9 issued by the Comporate No.9 issued by the Corporate
Actounting Stendards Committee), | Accounting Standerds Commiuee), | Accounting Standards Committee),
we do not inciude equity warrants we do not imclude equity warmants we do not include equity warmants
issucd by unlisied subsidiaries, issued by unlisted subsidiaries, issued by unlisted subsidiaries,
namely GMO Research, Inc., JWord | nomely GMO Research, Inc., T'Word | nemely GMO Research, Ine., TWord
Ing., and GMO Hosting and inc., and GMO NETCARD, Inc. Ine., and Orient Credit Co., Ltd.
Technologies, Ine. {former Orient Credit Co., Ltd.)
{Additional information)
Along with the revision of the
“Guidance on Accounting Standard
for Eamnings Per Share™ (ASBJ
Guidance No. 4) on January 31,
2006, the amount of net deferred
hedge pains (adjusted for tax effect)
ig inctuded in net assets at the and of
the juterim acocunting lenm reganding
commion $tock from the consolidated
interim accounting period under
review.
Net assets per share for the interim
accounting term under review,
calculated based on the method used
for the previous interim accounting
term, are 278,51 yen.
Because of the treatment deseribed
sbove, net assets per share for the
interim aecounting period under
review increased 0,12 yen compared
10 the case in which the method used
in the previous interisn sccounting ¢
{erm is applied.
(Nots) Calculation basis
1. Nt assots per share
Conso.lidgjlod m:,onming period Consolidai_ed Jlgct:tmting pertod FY2005
. in the previous term in this term
Section From ?nnuuy 1, 2005 From Janaary 1, 2006 (F::mn ,m";g _3,12%2? 5
to June 30, 2005 to June 30, 2006 *
Tots] net assets in the balinee sheet - 24,076,581,000 yen -
Net sssets regarding common stock - 17,276,921,000 yen -
Majar components of the difference
between total net assets in the balance
sheet and the smount of net assats at the
end of interim sccounting lerm regarding
common stock used for the calcutation of _
ncl assets per share - 34,398 _
Stock subscription rights - 6,765,262
Minority interest
Number of common shares issued - 62,031,378 shares -
The Company’s commaon shares - 26,784 shares -
The number of common shares used for the _ §2.004.594 shares —
caleulation of net assets per share




2. Net profit per share and net profit per share afler adjustment of latent shares

Consolidated accounting period Consolidated accounting period EY2005
. in the previous temt in this term
Section From January 1, 2005 From January 1, 2006 (Fmﬁ:g ;'lzg(‘xz’gs
to June 30, 2005 to June 30, 2006 '
Net profit per share
Net profit 566,603,000 yen 193,030,000 yen 3,258,953,000 yen
Amount not belonging 10 common - _
sharcholders 22,642,000 yen
{OFf which, banuses 10 directors by - -
apprepriation of earnings) ) =} (22,647,000 yem)
:‘:Z"ﬁ' associated with common 666,603,000 yen 193,030,000 yen 3,236,305,000 yen
Average mumber of shares issued 61,686,297 shares 62,031,378 shares 61,720,805 shares
during the term
Average number of tressury shares ~ 417,230 shares - 26784 shares - 291,289 shares
during lerm
Average numher of shares dudng the 61,269,067 shares 61,951,381 shares 61429,016 shares
Major comiponent of the adjusted net
profit used for the caleulstion of
fully dituted nct profit per share
Decline in net profit due to the
effect of potential shares issued _ 5,316,000 yen _
by subsidiaries
Adjustment of net profit —_ 5,316,000 yen _
Increase in common shares 467,414 shares 136,611 shares 335,948 shares
{Of which, equily warrmnts) (450,263 shares) (136,611 shares) {315,457 shares)
{Of which, stock options by the
17,151 shares - 20,491
payback methed)} (12,151 ) =) (20491 shases)
Summary of latent shares not included in Stock subscription rightsbased on | 1% 10 3" unsecured convertible
the calculation of net profit per share Artick 260-20 and Article 280-21 | pond.-type corporate bonds with
afier sdjustment of latent shares as they of the r°"9" amended equity warrants {total face
oo Commercisl Code in 2001 .
do not have a dilution effect ameunt: 31,000 million yen).

Second stock subscription right
(Resolved at the ordinary general
meeting of shareholders on March
29, 2005)

Cotvmon stock 10,000 shares-—




(Material subsequent events)

Consolidaled sccounting period Consolidated accounting period FY 2005
in the previous term in this term (From January i, 20, 2005
From January 1, 2005 to June 30, 2005 From January 1, 2006 to June 30, 2066 to Decemnber 31, 2005)

1. Conclusion of a stock swap agreement with
Solis Corporation
At the Board of Directors"mecting held on
August 1, 2005, the Company and Solis
Carporation received on September 21, 2005
approval for the conclusion of a stock swap
agreement under which Solis Corporation
would becotne a wholly-owned subsidiary of
the Company for the purpose of ¢xpanding its
businesses.
(1) Overvigw of the stock swap agreement
1)Contents of the stock swap
The stock swap is conducted based on
Article 352 of the Commercial Code, and
the Company will exchange stocks based
on the “simple stock swap” procedures
stipulated in Asticle 358, Paragraph 1 of
the Commercial Code.
2) Date of slock swap
Septembor 21, 2005

3) Stock issued by the stock swop and its
allocation
The Company will issuc 429,390
common shares through a stock swap
with Solis Corporation and deliver them
to the sharcholders named in the
sharcholders’ register with o mtic of
0.524 shares to 1 conumon share of Solis
Corporalion.

4) Amount of capital reserve to increase
The increase in capital reserve with the
stock swap will be the amount of
existing net assets of Solis Corporntion.

{2) Qverview of Solis Corporation

1) Main lines of business
Domain registration business

2) Ssles and opersting profit

(Year ended December 2004)
158,965,000 yen
= 144,000 yen

Sales:
Operating profit:

3) Assets, lisbilitics, shareholders’ equity
(Year ended December 2004)
45,504,000 yen
33410000 yen
12,094,000 yen

Assers:
Liabilities:
Sharcholders’ equity:

f. Acquisilion of shares in Miki Shoji
Caorporation.

GMOQ NETCARD, Inc., a consclidated
subsidiary of the Company, has decided to
acquire all shares in Miki Shoji Corporation to
pursue economics of scalz in the consumer
credit business and expand {ts eamings.

(1} Name: Miki Shoji Corporation.
(2) Business: Consumer credit business
(3} Acquisition date: August 1, 2006
{4) Overview of Miki Shoji Corporation
1) Sales and operating profit
(Year ended July 2005)

2,342,723,000 yen

42,446,000 yen

Sales:
Operating profit:

2) Assets, liabilities, sharcholders® equity
(Year ended July 2005)
Asscts: 9,886,708,000 yen
Liabifities: 7,725,780,000 yen
Shareholders’ equity: 2,160,929,000 yen

1. Redemption of 1" (0 3" unsccured converuble
bond-type corporate bonds with equity
warrants before maturity by GMO Internet
nc.

Fallowing (he resolution of the Board of
Directors meeting held on February 14, 2006,
the Company redecmed the i* 1o 3™
unsecored convertible bord-type corponate
bonds with equity warrants (with o special
agreement that convertible borrd-type
corporate bonds with equity warmants are in
the same ramk it a limited way) before
maturity. The details are a3 follows:

(1) Issues Redeemed Before Maturity
The 1* to 3™ unsecured convertible bond-
type corpornte bonds with equity wamants
{with a special agreement that convertible
bond-typs corperate bonds with equity
wamants ar¢ in the sume rank in a limited
way) of GMO Internet Inc.

{2) Amount Redeemed Before Maturity
The entire amaunt of the total face value of
the 1% to 3™ unsecured convertible bond-type
corporate bonds with equity warrant (with the
special agreement that convertible bond-type
carporate bonds with equity warranl are in
the same rank in & Kmited way) of GMO
Internet Inc. was 31 billion yen

(3) Method of Redemption Before Maturity

100 yen per ¥100 par value

(4) Period of Redemption Before Maturity:

March 17, 2006

(5) Method of Fund Raising for Redemption

Bafore Maturity
Bank borawing

2. Bank Borrowing
At the Board of Directors meeting held on
March 2, 2006, the Company resolved that it
should berrow monoy from banks for the
redemption of the 1% 1o 3™ unsecured
convertible bond-type comporste bonds with
equity warranis before maturity, and
implemented such borrowing. The details are
s follows:
(1) 1) Lender; Aczora Bank
2) Amownt of borrowing: 22 billion yen
3) Repayment period: Six months form the
date of implementation
4) Date of horrowing: March 16, 2006
5) Security: Shares in the Company's
subsidiaries
6) Interest rate: 0.59273%
(2) 1)Lender: Retona Bank, Limited.
Mizuhe Bank , Ltd.
The Nisshin Fire & Marine
Insurance Co., Lid.
The Hyakujushi Bank, Lid.
2) Amount of borrowing: 6 billion yen
3) Repayment period: Five years form the
date of implementation
4) Date of bomowing: March 15, 2006
5) Security: Shares in the Company’s
subsidiaries
6) Interest rate: 1.13636%
{3) 1) Lender: Sumitoma Mitsui Banking
Corperztien
2) Amount of borrowing: 2.8 billion yen
3) Repayment period: Three years form the
date of implementation
4) Date of bomrowing: Mareh 16, 2006
§) nterest rate: 0.83%




Consolidated aceounting period
in the previous temm
From January |, 2005 to June 30, 2005

Consolidated sccounting period
in this term
From Jutuary 1, 2006 to June 30, 2006

FY2005
(From January 1, 20, 2005
1) December 31, 2005)

2. Conclusion of a share trausfer agreement

Al the meeting of the Board of Directors held en
August 15, 2005, the Company resobeed o
acquire shares issued by Orient Credit Co., Lid.
io expand its business areas. A share transfer
pgreement was concluded. Detnils are a8
follows:

(i) Name of companies from which we acquire
[shares

Unison Capinl Pamers,L.P

UC Qcean Investers, LR

UC Ccean Investers2 L.P.

il )Name of a corapany from which we acquire
Flmu
Orient Credit Co., Lid,

iii) Date of share acquisition
September 30, 2005

fiv) Number of shares to zequire
71,867 shares

[v} Acquisition costs and ownership ratio afier
Fhe acquisition

Acquisition cost: 25,041 million yen
Qwnership ratio aflter acquisition: 94.28%

fvi) Financing for payment and payment method
Financing through bond issusnee

3. Bond issusnce

At the meeting of the Board af Dircetors held on
August 15, 2005, the Company resolved to issue
bonds through a private placement to raise funds
for the acquisition of shares. The details are a8
follows.

(i) Type First unsecured straight bond
(i) Offer price 100 yen per face value of 100 yen
iii) Total fssue amount 28 billion yen

iv) luterest rate 1% per year
[v) Tssue dalo August 31, 2005
(vi) Mawrity 1 year
(vii) Use of proceeds Acquisition of shares

(viii) Redemption 100 yen per face value of 100
ven
The issuing company may make an
early redemption with  acerued
interest in addition to the 100 yen per
{ace value of 100 yen upon the giving
of one week's advance notice.
The Company redeemed the entire amount on
September 7, 2003 with the issusnce of the first
through third unsecured convertible bonds with
equity wamants.

2. Sale of securities

On August 29 snd Scptember 12, 2006, the
Company sold shares held in Drecom Co., Ltd.
The gain on the sle of mvestment securitics
was 1,206,525,000 yen.

3. Acquisition of shares in Just Inc. and others
(total 13 companies)

GMO NETCARD, Inc., a consolidated
subsidiary of the Company, decided to acquire
11 shares in Just Inc. and other companies (a
total of 13 companics) lo pursee economics of
scale in the consumer credit business and
incrtase earnings.

(1) Name Just Inc.
(2) Business Consumer ¢credit businesy
(3} Acquisition date August 31, 2006
{4) Overvicw of the company
1) Sales and operating profit
{Year ended May 2006)
Sales: 875 million yen
Operating profit: 273 million yen

2) Assets, lisbilities, sharcholders’ equity
. {Year ended May 2006)
Asscts: 5,683 million yen
Liabilites: 3,038 million yen
Shareholders® equity: 2,595 million yen
{1) Name Like Card, Inc.
{2) Business Consumer credls businoss
(3) Acquisition date  August 31, 2006
(4) Overview of the company
1) Sales and operating profit
(Year ended May 2006)
Saks: 50 millien yen
Opersting profit: — 42 million yen

2) Astets, liabilities, sharcholders’ equity
(Year ended May 2005)
Agsets: 531 million yen
Liabilities: 618 million yen
Sharcholders’ equity:
— 37 million yen




Consolidated accounting period Consolidated accounting period FY2005
in the previous tetm in this term (From January 1, 20, 2005
Frem January 1, 2003 to June 30, 2005 From January 1, 2006 to June 30, 2006 0 December 31, 2005)

4. Jssuance of the first unsecured convertible
bonds with equity warrants
Al the meeting of the Boord of Directors held
on August 22, 2005, the Company resolved (o
issue the first through third msecured
convertible bonds with equity warrants. The
details are as follows:
{1) Namie of bond
GMOD Internet, Inc. The first unsecured
convertible bonds with equily warmants
(Unsecured convertible bonds with equity
warrants and special agreement on limited
equa) priority among bonds)
(2) Total issuze amount 15 billion yen
{3) Qffer price
100 yen per face value of 100 yen
(4) Interest rate
None
(5) Matwrnity
Seplember 7, 2007
(6) Payment date and jssuc date
Scptember 7, 2005
(7) Security
None
(8) Use of proceeds
Proceeds will be used for the redemption of
the total amount of the first unsecured
straight bond and repayment of the total
zmount of short-term borrowings, 2s well os
expansion of new buginesses,
{9) Matters related to stock acquisition rights
(i) Type of stock o3 the object of stock
xcquisition rights
Common stock of GMO Internet, Inc.
(i) Total number of stock scquisition rights
30 rights
(itf) Ofer price of stock acquisition rights
Free
(iv) Exercise period of stock acquisition rights
From September 8, 2005 to September 6,
2007
(v) Number of shares as the object of stock
acquisition nights
It shall be the maximum integral number
cbtained by dividing the total amount of
offer prices of this bond when the excrcise of
stock subscription rights is requested by the
amount of payment st the time of oxercise
(heteinafier called the “conversion price™
(Note 2)) In this case, fractions of shares
less than one share shall be truncated and not
adjuseed by cash.
(vi) Amount of payment at the fime of exercise
3,000 yen per share
{vii} Offer price of shares to be issued by the
exercise of stock subscripfion vights and
amount of capitalization
i) Offer price of shares
3,000 yen per share (Note)
ii) Amount of capitatizaton within the offer
price
1,500 yen per share
(When the amoumnl of payment is adjusted,
the amount of capilalization shall be hatf
the amount of payment after adjusment
When a decimal number of less than one
yen erises from the caleulation, it shali be

rounded up to the nearest one yon. )

(1) Name Sanyo Shinpan, Ltd.
{2) Business  Consumer credit business
(3) Acquisition date August 31, 2006
(4) Overview of the company
1} Sales and opernting profit
(Year ended May 2006)
Sales: 902 million yen
Operating profit:' 284 million yen

2) Assets, liabilitics, sharcholders’ equity

(Year ended May 2006)
Assets: 5,082 million yen
Liabilities: 2,675 million yen

Shareholders® equity: 2,407 million yen
(1) Name East Japan Credit, Lid.
(2) Business  Consumer credit business
(3) Acquisition date August 31, 2006
{4) Overview of the company

1} Soles znd operating profit
(Yeor ended May 2006)
Sales: 1,663 miltion yen
Operating profit: 517 million yen

2) Assets, liabilities, shareholders® equity
* (Year ended May 2006)
Asscts; 9,208 million yen
Liabilities: 5,081 million yen
Sharcholders’ equity: 4,127 miilion yen
(1)Name Sunlifc, Lid.
(2) Business  Consumier credit business
(3) Acquisition date © August31, 2006
(4) Overview of the company
1) Sales and operating profit
(Year ended May 2006)
Sales: 2 million yen
Operating profit: ~ 22 million yen

2) Assens, liobilities, sharcholders’ equity
{Year ended May 2006)
Assels: 168 million yen
Liabilities: 185 million yen
Shareholders’ equity:  — 17 million ytn
(I} Name San-zi Shinpan, Lad.
(2) Business  Consumer credit business
(3) Acquisition date August 31, 2006
(4) Overview of the company
1} Sales and openating profit.
(Year ended May 2006)
Sales: 1,333 million yen
Qperating profit: 399 million yen

2) Assets, liabilities, sharcholders' equity
(Year ended May 2006)
Assets: 7,347 million yen
Liabilities: 4,230 million yen
Sharebolders’ equity: 3,117 million yen




Consclidated accounting peried
in the previous term
Erom January |, 2005 to June 30, 2005

Consolidated acconnting periad
in this terty
From January 1, 2006 to June 30, 2006

FY2005
(From January 1, 20, 2005
o December 31, 2005)

{Note} Change in conversion price

(i} On or after April 1, 2006, the Conversion Price
shall be changed o an amount equivalent 16 92%
of the averago daily closing price for ordinary
transactions of the cormmon shares of the
Company on the Tokyo Stock Exchange for five
consecutive business days from the business day
following the ind Friday of every month
(hereinafier referred o as the “Date of
Determaingtion™) (A business day without a closing
price shall be excluded from the five consccutive
business days. If the Date of Determination docs
not fall into a business day, the five consecutive
business days shail be five consecutive business
days up to the business day immediately preceding
the Date of Determination, This shall hercinafier
be referred ta as the “Period for Caleulation of
Markei Price™) to the Date of Determination
{inclusive) {calculated to the first decimal place,
with the first decimal place rounded up.
Hereinnfier referved to as “Price at the Dais of
Determination). In April 2006, however, two days,
namely April 7 ond April 21 ghall become the
Date of Determination, and the Conversion Price
shall be changed twice.

{it) Trrespective of (i) of this item, if the Company
deems it necessary and notifies the bondholder of
the Bonds with cquity wamants in advance before
March 17, 2006 (inclusive) after the issue of the
Bonds with equity warments (kercinafter referred

to as “Prior Notification™), the Conversion Price
shall be changed using a method similar to the
method set out in (i) of this Itern, until the end of
March 2006. In this event, ihe Conversion Price
shall be changed by deeming the Friday of tha
week that is two weeks” after the week including
the daie of the Prior Notification as the Date of
Determination (if the Friday is a bank holiday, it
shall be the immediately preceding bank business
day). On or alter April 1, 2006, irrespective of the
Prior Notification, the Conversion Price shall be
changed as set out in (i) of this Iiem.

(iii) If thero is cause for the adjustment of the
Conversion Prico as so1 out in the following Item
during the Period for Calculation of Markei Price,
the Conversion Price after the change shall be
adjusied 10 & Agure which the Company deems
appropriate in accordance with the prospectus of
the Bonds with equity warrants, I, however, 15 2
result of the sdjustment, the Price at the Date of
Determination is lower than 1,278 yen (however,
an or aftcr April 10, 2006 this sholl be an amount
cquivalent 10 60% of the closing price for ordinary
transactions of the common shares of the
Company on the Tokyo Stock Exchange on April
7, 2006 (if there is no closing price on thai date,
this shall be the closing price on the immediately
preceding day (calculated down o the first
decimal place, with the first decimal place
rounded up). This shall hereinafler be referred 10
as the “Minimum Conversion Price,” but subject
to adjustment as scl out in the fellowing Item.),
the Conversion Price afler the change shall
become the Minimum Conversion Price. If the
Price ot the Date of Determination is higher than
4,260 yen (however, on or after Apnil 10, 2006
this shall be an amount equivalent to 200% of the
closing price for ordinary transactions involving
the common shores of the Company on the Tokyo
Stock Exchange on April 7, 2006 (if there is no
closing price on that date, this shall be the closing
price on the immedialcly preceding day. This shall
hereinafter be refeored to as the “Maximum
Canversion Price,” bul subject to adjustment as set
oul in fiem (9) of this Paragraph.), the Conversion
Price afler the change shall become the Maximum
Cenversion Price,

{)Name Million, Lad.
(2) Business Consumer credit business
(3) Acquisition date August 21, 2006
{4) Overview of the company
1) Sales and operating profit
(Year cnded May 2006)
Sales: 957 million yen
Operating profit: 218 million yen

2) Assets, liabilities, shoreholders’ equity
(Year ended May 2006)
Assots: 5,283 million yen
Liabilities: 3,552 million yen
Shareholders® equity: 1,731 million yen
(I)Name  Alto, Ltd.
(2) Business Consumer credit business
(3) Acquisition date August 31, 2006
(4) Overview of the company
1) Sales and operating profit
(Year ended May 2006)
Sales: 698 million yen
Operating profit: 182 million yen

2) Assets, liabilities, sharcholders’ equity
{Yeur ended May 2006)
Assels: 3,869 million yen
Liabilities: 2,321 million yen
Starcholders’ equily: 1,548 million yen
{1)Name Japan, Ltd.
(2) Business  Consemer credit business
1) Acquisition date August 31, 2006
(4) Qverview of the company
1) Sules and operating profit
(Year ended May 2006)
Sales: 2,742 million yen

Cperating profit: 983 million yen |

2) Asscts, lisbilities, sharchoklers' equity
(Year ended May 2006)
Assets: 14,055 million yen
Liabilities: 7.538 million yen
Shareholders’ equity: 6,517 million yen
(1) Name JC, Ltd.
(?) Business Consumer credit business
(3) Acquisition date August 31, 2006
{4) Overview of (he company
1) Sales and operating profit
(Year ended May 2006)
Sales: -
Openating profit: -7 miflion yen

2) Asscts, liabilitics, shareholders® equity
{Year ended May 2006)
Assets: 42 million yen
Liabilities: 44 million yen
Shareholders equity:  —2 million yen




Consolidated accounting period
in (he previous term
From Janeary 1, 2005 to June 30, 2005

Consalidated accounting period
in this em
From January 1, 2006 to June 30, 2006

FY 2005
(From January 1, 20, 2005
to December 31, 2005)

5. Issuance of the second unscoured convertible
bonds with equity warrants
At the meeting of the Board of Divectors held on
Augus! 22, 2005, the Company resolved to issuc
the first (hrough third unsecured convertible
bonds with equity wamnts. The details are as
follows:
(1) Name of bend
GMO Intemet, Inc. The seccond unsecured
convertible bonds with equity wamants
(Unsecured  convertible bonds with equity
warrants and special agreement on limited

equal priority among bonds)
{2) Total issue amount 10 billion yen
(3) Offer price

100 yen per face velue of 100 yen
{4) Interest rate
None

{5) Maturity
September 7, 2007
{6) Payment dale and issue date
September 7, 2005
(7) Security
None
(8) Use of proceeds
Proceeds will be used for the redemption of
the total amount of tha frst unsectred straight
bond and repayment of the wial amount of
short-term borrowings, as well as cxpansion of
new busincases,
(9) Mauters related to stock acquisition rights
(i) Type of stock as the abject of stock zcquisition
rights
Common stock of GMO Internet, Inc. .
{ii} Total number of stock acquisition rights
20 rights
(iif) Offer price of stock acquisition rights
Free
{iv) Exercise period of stock sequisition rights
From September 8, 2005 to September 6, 2007
(v) Number of shares as the object of stock
acquisition rights
It shall be the maximwum integral number
obtained by dividing the total amount of offer
prices of this bond when the exercise of stock
subscription rights is requested by the emount
of payment ot the time of excrcise (hereinafier
called the “conversion price” (Note 2)). In this
case, fmctions of shares less than one share
shall be tnumcated and not adjusted by cash.
{vi) Amount of payment at the time of excrcise
3,000 yen per share
(vii) Offer price of shares to be issued by the
exercise of stock subscripion rights and
amount of capitalization
i) Offer price of shares
3,000 yen per share {Note)
i) Amount of capimlization within the offed
price
1,500 yen per share
(When the amount of payment is adjusted,
the amount of capitalization shall be half the
amourt of payment after adjustment When &
decimal number of less than one yen arises
from the calculation, it shall be rounded up

to the nearest one yen. }

(1) Name Save, Lid.
(2) Business Consumer credit business
(3) Acquisition date August 31, 2006
(4) Overview of the company
1) Salcs and aperating profit
(Year ended May 2006)
Sales: 534 million yen
Opemting profit: 166 million yen

2) Assets, labilities, shareholders® equity
(Yeor ended May 2006)
Asscts: 2,681 million yen
Liabilities: 1,429 million yen
Sharcholders® equity: 1,252 million yen
{1)Name N Corporation, Lid.
(2) Busi C credit busi
{3) Aequisition da August 31, 2006
(4) Cverview of the company
1) Sales and operating profit
(Year ended Moy 2005)
Sales: -
Operating profit: -

2) Assets, lisbilities, sharehalders’ equity
(Year ended May 2006)
Assels: 5 million yen
Liabilities: 0 miltion yen
Sharcholders’ equity: 5 million yen
(1) Name TS Corporation, Lid,
{2) Business  Consumer credit business

(3) Acquisition date August 31, 2006
(4) Overview af the company
1) Sales and operating profit
(Year ended May 2006)
Sales: -
Operating profit: -

2) Assets, liabilities, sharcholders’ equity

{Year ended May 2006)
Assets: 5 million yen
Liabilities: 0 million yen

Sharcholders’ equity: 5 million yen




Consolidated accounting period
in the previous term
From January 1, 2005 to June 30, 2005

Consolidated 2ecouting peried
in this term
From January 1, 2006 to June 30, 2006

<FY2005

{From January 1, 20, 2005 .

to D

ber 31, 2005)

(MNote} Chango in conversion price

(i) On or after Aprid 1, 2006, the Conversion Price
shall be changed to an amount eguivalent to 92%
of the average daily closing price for ordinary
transactions of the common shares of the
Company on the Tokyo Steck Exchange for five
consecutive business days from the business day
following the third Friday of every month
(hereinaficr referred to as the “Date of
Determinaton”) (A business day withoul a clesing
price shall be excluded from the five consecutive
business days. If the Date of Determination does
not fall into a business day, the five consecutive
business days shall be five consecutive business
days up to the business day immediately preceding
the Date of Determination. This shafl hereinafier
be referred to as the “Period for Calculation of
Market Price”) to the Date of Determination
(inchusive) (colculnted to the first decimal place,
with the fim1 decimal place rounded up.
Hereinafler referred to as “Price at the Date of
Determination). [n April 2006, however, two days,
namely April 7 and April 21 shall become the
Date of Detarmination, and the Conversion Price
shall be changed twice.

(i) Irrespective of (i) of this ltem, if the Company
deems it necessary and notifies the bondholder of
the Bonds with equity warrants in advance before
March 17, 2006 (nclusive) afier the fssue of the
Bonds with equity warrants (hereinafter referred

10 as “Prior Notification™), the Conversion Price
shall be changed using & method similar to the
method set out in (i) of this ltem, unti the end of
March 2008, In this avent, the Conversion Price
shall be changed by deeming the Friday of the
week Lhat i3 two weeks' after the week including
the date of the Prior Notification as the Date of
Determination (if the Friday is o bank loliday, it
shall be the immediately preceding bank business
day). On or afier April 1, 2006, imrespective of the
Prior Notifieation, the Conversion Price shall be
changed as set out in (§) of this hem,

(i) Tf there Is cause for the adjustment of the
Conversion Price as sat out in the following ltem
during the Period for Calculation of Market Price,
the Conversion Price afler the change shall be
adjusted to a figure which the Company deems
appropriate in accordance with the prospecius of
the Bonds with equity warrents. 1f, however, as a
result of the adjustment, the Price at the Date of
Determination is lower than 1,278 yen (however,
on or after April 10, 2006 this shall be an amount
equivalent to 60% of the closing price for ordinary
trapsactions of the common shares of the
Company en the Tokyo Stock Exchange on April
7, 2006 (if there is no closing price on that date,
this shall be the closing price on the immediately
preceding day (caleulated down to the fimsl
decimal place, with the first decimal place
rounded up). This shall hercinafter be referred o
as the “Minimum Conversion Price,” but subject
to adjustment as sei out in the following liem.),
the Conversion Price after the change shall
become the Minimum Conversion Price. If the
Price zt the Date of Determination is higher than
4,260 yen (however, on or after April 10, 2006
this shall be an amount equivalent to 200% of the
closing price for ordinary mansactions involving
the common shares of the Company on the Tokyo

Stock Exchange on Apri} 7, 2006 Gf there is no |’

closing price an that date, this shall be the clesing
price on the immedintely preceding day. This shall
hereinafter be wferred w0 as the “Maximum
Conversion Prico,” but subject (o adjustment as set
out in [tem (9) of this Paragraph.), the Conversion
Price after the change shall become the Maximum
Conversion Price.




Consolidated accounting period Consclidated accounting period FY2005
in the previous term in this term (From january 1, 20, 2005
From January 1, 2005 to June 30, 2005 From January 1, 2006 to June 30, 2006 w December 31, 2005)

6. lssuance of the third unsecured convertible
bonds with equity warranis
At the mecting of the Board of Directors held on
August 22, 2005, the Company resolved to issue
the first through third onsecured convertible
bonds with equity wamants. The details are as
follows:
(1) Name of bond
GMO Intemet, Inc. The thind unsccured
convertible bonds with equity wormni
{Unsecured canvertible bonds with equity
warrants and special agrecment on limited
equal priority among bonds)
(2) Total issue amount & billion yen
(3) Offer price
100 yeo per face value of 100 yen
(4) Interest rate
None

(5) Maturity
September 7, 2007
(6) Prynient dzte and issue date
September 7, 2005
{7 Security
None
(8) Use of proceeds
Proceeds will be used for the redemption of
the total amount of the first unsecured straight
bond and recpayment of the 1oial amount of
short-term borrowings, as well as expansion of
new businesses,
(9) Matters related to s10ck aequisition rights
(i) Type of stock as the object of stock acquisition
rights
Common stock of GMO Internet, Inc.
(ii) Total number of stock acquisition rights .
12 rights
(iif) Offer price of stock scquisition rights
Free
(iv) Exercise period of stock acquisition rights
From September 8, 2005 10 September 6, 2007
(v} Number of shares as the object of stock
acquisition rights .
It shall be the maximum integral number
chtained by dividing the tota! amaunt of offer
prices of this bond when the exercise of stock
subscription rights is requested by the amount
of payment ut the time of exerciso (hercinafier
called the “conversion price™ (Note 2)). In this
case, fraclions of shares less than one share
shall be truncated and not edjusted by cash.
{vi} Amount of payment a1 the time of axercise
3,000 yen per shore
(vii) Offer price of shares to be issued by the
exercise of stock subscripion rights and
smount of capitalization
i} Olfer price of shares
3,000 yen per share (Note)
ii} Amount of capitalization within the offer
price
1,500 yen per share
(When the amount of payment s adjusted,
the smount of capitalization shall be half the
smount of payment after adjustment. When a
decimal number of less than one yen arises
from the caleulation, it shall be rounded up

fo the st one yen. )




Consolidated accounting period Consalidated nccounting period FY2005
in the previocus tenm In this tetm {From January 1, 20, 2005
From January 1, 2005 to June 30, 2005 From January 1, 2006 to June 30, 2006 to December 31, 2005)

{Note) Change in conversion price

(i) On or after April 1, 2006, the Conversion Price
shatl be changed to an amount equivalent to 92%
of the average daily closing price for ordinary
transactions of the common shares of the
Company on the Tokyo Stock Exchange for five
consecutive business days from the business day
followirg the third Friday of every month
{hercinafier referred to as the “Date of
Determination™) {A business day without a closing
price shall be excluded from the five consecutive
business days. If the Datz of Detenmination does
ot fall into a business day, the five consecutive
business days shall be five consecutive business
days up 1o the business day immedintely preceding
the Date of Determination. This shall bereinafier
be referred to as the “Period for Calculation of
Markel Price™) to the Date of Determination
(inclusive) (calculnted to the first decimal place,
with the first decimal place rounded up.
Hereinafter referred to as*Price at the Date of
Determination). 1n April 2006, however, two days,
nomely April 7 and April 21 shall become the
Date of Determination, and the Conversion Price
shall be changed twice,

(i) Iespective of (3) of this lem, if the Company
deems it necessary and notifies the bondholder of
the Bonds with equity warrnts in advance before
March 17, 2006 (inchesive) after the issue of the
Bonds with equity warrants (hereinafler referred

1o a8 “Prior Nouification”), the Conversion Price
shalt be changed using a method similar to the
method set out in (i) of this tam, until the end of
March 2006, In this event, the Conversion Price
shall be changed by deeming the Friday of the
weck that is two weeks® efler the week including
the date of the Prior Notification as the Dale of
Determinaticn (if the Friday is a bank holiday, it
shall be the immediately preceding bank business
day). On or efter April I, 2006, imespective of the
Pricr Nolification, the Conversion Price shail be
changed as s¢t out in (i) of this Item.

(iii} If thers is cause for lhe adjustment of the
Conversion Price as sct out in the following ltem
during the Period for Calculation of Market Price,
the Conversion Price afier the change shall be
adjusted to a figure which the Company decms
appropriate in accordance with the prospectus of
the Bonds with equity warrants, If, howover, as 2
result of the adjustment, the Price at the Date of
Determination is lower than 1,278 yen (however,
on or after April 10, 2006 this shall be an amount
equivalent to 60% of the closing price for andinary
transactions of the common sharss of the
Compsny on the Tokyo Stack Exchange on April
7, 2006 (if there is no closing price on that dats,
this shall be the closing price on the immediately
preceding day (calculaied down 1o the first
decimal place, with the first decimal place
rounded up). This shall hereinafler ba referred to
as the “Minimum Conversion Price,” but subject
to odjustment as set oul in the following ltem.),
the Conversion Price after the change shall
become the Minimum Conversion Price. If the
Price at the Dats of Determination is higher than
4,260 yen (however, on or ofler April 10, 2006
this shall be an amount equivalent o 200% of the
closing price for ordingry transactions involving
the common shares of the Company on the Tokyo
Stack Exchange on April 7, 2006 (if there is no
closing price on that datz, this shall be the closing
price on the immediately preceding day. This shall
hercinafier be referred to as the “Maximum
Conversion Price,” but subject (0 adjustmeni as s&1
out in Item (9) of this Paragroph.), the Conversion
Price after the change shall become the Maximum
Conversion Price.




(2) Other

n/a




2. Financial Statements, etc.

(1) Financial Statements

1) Balance Sheet
As of Juie 30, 2005 As of June 30, 2006 AS of December 31, 2005
End of the accounting period of the [End of the accounting period of this|  Balance sheet summary in the
previous fiscal year fiscal year previous fiscal year
Section NOTE Amount Cornpusition Amount Composiilon Amount Composkion
h (thousand yen) (%) (thousand yen) (%) (thousand yen} (%)
{Assets)
1 Current Assets
1. Cash and deposits 3,323,576 5,483,486 5,387,330
2. Teado hecount 112,199 1,100,827 1,059,321
3 Inventory assets 3352 13,110 8827
4. Stortterm loams #54,909 136,336 907469
5. Deferred tax assel 164,050 868,712 218,354
6. Other assets 268,523 548971 329,441
e e - 25617 - 207,546 24673
Total Current Assels 5490992) 343 8,143858] 166 7,686,071 166
1 Fixed assets
1. Tangible fixed assets
(1) Buikdings . 52,984 68,500 617
(2) Tools and equipment | *1 95,172 73615 75,549
(3) Others .l 1570 540 602
Totel Tanghie Fixed w21l os 142,756 03 125,769 03
2. Inmngible fixed asscis
(1) Goodwilt 388,414 273,939 332,926
(2) Software 114,324 65,503 103,728
ﬁm’:‘"" suspense 175,056 113872 233,703
ﬁﬁr‘;".}’:ﬁm 38,805 12,381 38,308
(5) Others 89,568 8,496 83,906
Townof tangible 806170 S0 474,192 10 793,081 17
3. Investments and other
assets
0 Ivesmmens in 3817925 6,806,842 3,953,054
ey ﬂzwd compny’s | 3913,558 31,391.901 30,658,919
(3) Long-term loan 1,001,050 1,238,003 1,579,263
(4) Deposit 320,629 482,596 360,824
(5) Deferved tax nsset 581,790 - 795,215
{6)Others 105,924 574,610 . 574,604
Alowancs for bad - 6,840 5200 -3,000
Allowanee for - 163,062 - 165372 - 165372
Toul investment and 9570976 598 w0an3m| s 31753599]  Bl4
Tota! of fixed assets 10526874 657 40940332 834 o245t 834
Total of nssets 16017.866| 1000 40084191 1000 46358522  100.0




As of June 30, 2005

End of the accounting period of the

As of June 30, 2006

End of the accounting period of this

As of December 31, 2005
Balance sheet summary in the

(SharchoMer's Equity)
I Capital siock

U Capital surplus

1. Copital reserve

Piher capital surplus

(1) Gain or loss on dispasal
of treasury shares

Tolal capital surplus

[T Eamed surplus

1. Eated reserve
2. Voluntary reserve

{1) Special reserve

3, Unappropriated
retained camings

Total eamed surplus

IV Other gaps in approisal
bf securitios

3,311,130 20.7

5,207,835

101,893

5,300,729 331

13,600
700,000

2413,73%

3,132,339 19.6
22,544 0.1

- 62,540 =04

11,713,202 731

16,017,866 100.0

previous fiscal year ' fiscal year previous fiscal year
Section NOTE Amount Composiiion] Amount Cormpasition Amount Compesitlon
b (thousand yen) {%) (thousand yen) (%) {thousand yen) (%)
(Liabilides)

1 Current linbilities
1. Short-term debt *2 2,178,000 24,799,332 —
2. Unsecured convertible

bonds with share - —_ 31,000,000

subscription rights
3, Accrued amount payable 1,324,195 1,024,886 870,771
4, Accrued expenses 163 58,147 mn
3. Acenied comporation &x, 401,001 12,011 1,456,800
ﬁ;‘“‘““’ consumption 154,911 223430 146,163
7. Advance money 36,374 38,599 13,621
8. Deposits 4 115483 127,637 173,652
9, Allowance for banuses 4,210,119 26.3 " 26284084 535 33,661,181 126
10. Other liabilities
Total of current libifities 94,535 135,821 122,490
Il Fixed libilities 2 - 7,200,668 —
1. Deposit received for _ 553,004 _
guamnies
Total of fixed Liabilities 94,535 0.6 7,889,584 16.1 k22,490 03
Total of liabilities 4,304,664 269 34,173,628 69.6 33,783,671 729

331,130 71

5,238,528

114,828

5,353,387 1.6

13,600

700,000

3,193,035
3,905,635 84
27,708 0.}
-23,980 -0
12,574,851 27.1

46,358,522 100.0




As of June 30, 2005 As of Junc 30, 2006 As of December 31, 2005
End of the accounting period of the | End of the accounting period of this|  Balance sheet summiary in the
previous fiscal year fiscal year previous fiscel year
Section NOTE Amount Composition) Amount Compaaiiion Amount Compasillon
L {thousand yen) (%) {thousand yen) (%) (thousand ven) (%%}
{Net Assets)
1 Sharcholders® equity
1. Capital stock 3,311,130 68 -
2. Capital surplus
(1) Copital reserve _ 5,238,528 —
(2) Other Capital reserve —_ 120,463 —_
Total Capital surplus 5,358,002 108 —_
3. Eamed surplus
(1) Earned reserve - 13,600 _
(2) Other Eamed surplus
Special reserve ~— 700,000 -
Retained eamnings carried . —
forward 4,408,656
Total Esmed surplus 5,122,256 104 -
4. Own stocks -7,108 0.0 —
Tota) sharcholders® equity 13,785,270 28.1 _
11 Valuation/transtation
gains and losses, cte.
1. Other gops In sppraisal 1,114,529 —
of securites !
2. Deferred hedge gains and 10,762 -
losses '
Tota! valuation/translation —
Bains and losses, ctc. 1,125,291 23
Tota! Net Assets 14,910,562 04 -_
Total Net Assets plus —
Tota! Lisbilities 49,084,191 100.0




2) Profit and Loss Statement

Accounting period . Py Profit and loss statement summary
in the previous term Acct}):untlng penicd in this term in the previous fiscal year
rom January 1, 2006
From January 1, 2005 10 June 30, 2006 From January |, 200%
to June 30, 2005 ! to December 31, 2005
Section NOTE Amount Compesl- Amount Compoai- Amount Corpask
b (thousand yen) tion {%) (thousand yen) thoss (%) (thousand yen) Ugn (%)
1 Operating revenue 5,136,113] 100.0 5,938,513 1000 9,921,292 | 1000
11 Business expenses *1 3425974) 667 3,757,364 633 6670425 | 673
Mi Sales and geveral J 1,202,585 234 L603,538] 270 2,205,095 | 222
administrative expenses
Operating profit 507,552 9.9 577,610 9.7 1,045,771 10.5
IV Non-operating 2 us39| 87 940,677 154 580532 [ s9
revenue
V_ Non-operating * 1oos| 03 1925290 132 asass | os
expenses
Orndinary profit 939,807 18.3 1,325,157 23 1,580,848 159
V1 Extraordinary profit *4 717,720  14.0 790,968 133 491,623 | 352
VIl Extrmordinary loss *5 270010 53 217,654 317 1,765425 | 178
Net profit before taxes 1,387,517 270 1,899,071 320 307,045 | 333
Cormporate tax, residential
tax and business tax 446,539 3,945 1,863,043
Amount of adjustmez, nets|  anass| 92| arzese|  esners|  sa| —z2e3656 | 1619387 163
such as corporate tax
Current period net profit 913,362 17.3 1417456] 2359 1,687,658 170
Profit cerricd forward 2,535,494 —_— 2,535,454
from previous term
Interirn dividend 184,095 —_ 184,095
Loss on disposal of
combined shares through 846,021 —_— 846,021
the merger
Unzppropriated remined
eamings for curment 2,418,139 —_— 3,193,035
period




3) Statement of Changes in Shareholders’ Equity ete.

Consolidated accounting term under review (from January 1, 2006 to June 30, 2005)

Sharcholders’ equity

Capital sumlus

Capital stock

Capital reserve

Other eapital surplus

Total capital surplus

Balauce as of December 31, 2005 (thousand
yen)

331,130

5,238,528

114,828

5353357

Changes in zccounting period

Distribution of retained eamings
{thousand yen)

Net Income (thousand yen)

Disposition of treasury stocks (thousand
yen)

5,634

Purchase of Company shares (thousand
yen)

Retirement of combined shares due to

merger of subsidiaries (th d yen)

Totzl changes in the accoumting
period{thousand yen)

5.634

5634

Balance as of June 30, 2006 (thousand yen)

331,130

5,238,528

120,463

5,358,992

Sharcholders’ equity

Famed surplus

Qther Eamed surplus

Total Eamned

Eamed reserve

Special reserve

Retained earnings
carried forward

surplus

Total
Own stocks | sharcholders’
equity

Balance as of December 31, 2005 (thousand yen)

13,600

700,000

3,193,035

3,906,635

-23920 12,547,142

Changes in accounting period

Distribution of retained camings (thousand yen)

- 185,821

-185821

- 185,821

Net Income (thousand yen)

1,411,456

1,417,456

1,417,456

Disposition of reasury stocks {thousand yen).

16,957 22,592

Purchase of Company shares (thousand yen)

-84 -84

Retirement of combined shares due o merger of

- 16,014

-16014

= 16,014

bsidiaries (thousand yen)

Total ¢hanges in the ting period(th d
yen)

1,215,621

1,215,621

16,872 1,238,128

Balance a5 of June 3¢, 2006 (thousand yen)

13,600

700,000

4,408,656

5,122,256

-7,108 13,785,270

Valustion/mensiation gaing and losses, etc.

Other gaps in
appraisal of
securities

Deferred hedge
geins and losses

Total valuation/
translation gains
and Josses, cic.

Total Nef Assets

Balance as of December 31, 2005 (thousand yen)

27,708

41,985

69,694

12,616,836

Changes in accounting period

Distribution of retsined eamings (thousand yen)

—-185821

Net Income {thousand yen)

1,417,456

Disposition of treasury stocks (thousand yen)

22,592

Purchase of Company shares (thousand yen)

-84

Retirement of combined shares due to merger of
subsidiarics (thousand yen)

~16014

Changes (net) in itemns other than sharcholders’
equity during the interim accounting period

1,086,820

=322

1.055,597

1,055,597

Total changes in the accounting perjod(thousand
yen)

1,086,820

-31,222

1,055,597

2,293,725

Balance as of Junc 30, 2006 (thousand yen)

1,114,529

10,762

1,125,291

14,910,562




Material matters as base in preparation of financia) statements

Accounting period

i ; Accounting period in this term Previous fiscal year
Section ;:‘oﬂ‘ﬁn':‘;';“]’ bl From January [, 2006 Fram January 1, 2005
to June 30, 2005 to June 30, 2006 to December 31, 2005
1. Valuation sandards and (1) Securities (1) Securities (1) Securities
1) Shares of subsidisries and 1) Shares of subsidiarics and t) Shares of subsidiaries and
methods for assels affiliates affiliates

affiliates .
We adopt the cost method based on
the moving average method,
2) Other securities
Securities with 2 market price
We use the market value method
according to the market value, ete.
on the accounting daw (variances in
the evaluation are processed using

Samc as at left

2} Other securities

Securities with o market price

Securities with a markel price
We usc the market value method
according to the market value, ete.
on the accounting date (varisnces in

Same as at left

2) Other securities

Securities with a market price

Securities with a market prico

We use the market value method
acconding to the market valus, ete.
on the accounting date (variances in

the method 10 directly include all the evaluation are processed using the evaluation are processed using
capital, and the cost of securitics the method to directly include all the method to directly incluede all
soMd it calevlaed using the moving | capital, and the cost of securities sokd | capital, and the cost of securities sold
average method). is cakutated using the moving is calculated using the moving
average method). average method).
Securides without a market price Securities without a market price Securitics without a market price
Wo adopt the costmethod based on | We mainly adopt the cost method We mainly adopt the cost method
the moving avemge method, based ¢n the moving average based on the moving average
method. method.
(2) Inventory assets (2) Inventory assets (2) Inventory assets
- Products -
Products ars evaluated using the
cost method based on the moving
Inventory goods average method, Inventory goods
Inventory goods are cvalusted using Same sz atlefi
the cost method baged on the gross | Inventory goods
averape method. Snme as al left
2, Mecthod of depreciation of | (1) Tangible fixed assets (1} Tangible fixed assets (1) Tangible fixed assets
fixed asscts ‘We adopt the fixed rate method We adopt the fixed rato method. We adopt the fixed rate method.

Further, cffective lives are as
follows:

Furiher, effective lives are as
follows:

Further, effective lives are ag
follows:

Buildings  From cight to 50 years | Buildings From cight to 22 years | Buildings From cight lo 22 years
Tocls and equipment Tools snd equipment Tools and equipment
From two to 20 years From two to 20 years From two to 20 years

(2) Intangible fixed assets (2) Intangible fixcd asscts (2) Intangible fixed as3ets

We adopt the fixed amount method. Same as at left Same as at lefl

However, for software used by the

Company, we adopl the fixed

amoun? method based on the usable

period withio the Company (five

years).

3. Method of canmarking of

deferred assets

(1) New share issuing expense

We treat the whole amount of new
share jssue expenes as expenses at
the time they are mcured,

(2) Bon issue cost

‘We treat the whole amount ol new
share issuc expenses as expenses at
the fime they are incurred.




Section

Accounting period
in the previous term
From January 1, 2005

o June 30, 2005

Accounting period in this term
From January 1, 2006
to June 30, 2006

Previous fisca)l year
From January |, 2005
to December 31, 2005

4, Standards for appropriation
of allowances

{1} Allowance for bad debis
To prepare for fosses incarred by
defaults on accounts receivable,
etc., given the Joan loss ratio for
gencral credits and the individual
collectability for specific credits
such ns doubtful debts, ete,, we post
the estimzted uncollectible amount.
(2) Allowance for bunuses
To prepare for the payment of
bonuses to employees, of the
estimated amount of payment, we
post the smount to be paid in the
consolidated secounting term under
review.
{3) Allowence for investment loss

(1) Allowance (or bad debis
Same as at left

{2) Allowance [or bonuses
Same as at eft

(3) Allowanee for ipvestment loss

(1) Allowanes for bad debts
Some as ot left

(2) Allowance for bonuses
To prepare for the payment of
bonuses to employces, of the
estimated armount of payment, we
post the emount to be paid in the
consolidated accounting term under
review.

(3) Allowance for investment loss

treatment of con tion tax

To make up for losses to be Same as ot left To make up for losses to be incurred
in¢wred by the invesments of an by the investments of an effiliated
affiliated company, the required company, the required amount is
amount is recarded afber recorded nficr considering the
considering the fmancial condition financial condition and other factors
ond other factors of the affiliated of the affiliated company.
company.

5. Method to handle leasing ‘We apply the accounting treatment Same os at left Same a3 ot Icht

transactions following the method applied to

regular lezse transactions to finance
lease ransactions ather than those
the ownership of which is
recognized as being transferred to a
borrower.

6. Mcthod of hedge accounting | {1) Method of hedge accounting {1) Method of hedge accounting (1) Method of hedge accounting
For forward exchange contracts and Same ps at left When the requirements of allocotion
curTency swaps, translation is treatment are met, wo carry out the
carried qut if the requircments for allocati for foreig
the translation treatment aro eachange contracts and cmency
fulfilted. swap.

(2) Measures of hedge 2nd subjects | (2) Measures of bedge and subjects | (2) Measures of hedge and subjects
of hedge of hedge of hedgo
Measure Forelgn-exchange Some as at left Same as at [eft
contracts
Subjects Forcign cumency debts
(3} Hedge pollcy (3) Hedga policy (3) Hedge policy
The objective is to aveid risks Sameasatleft Same as ot left
arising from exchange rate
fluctuations,
(4) Method for evaluation of (4) Method for evaluation of (4) Method for evatuation of
validity of hedging validity of hedging validity of hedging
Wo evaluate the validity by Same as at left Same as at left
evaluating and judging the amount
of debts and credits and the (evms
of hedge transactions, etc. for
Tespective derivative tinsactions
and (he subjects of hedge in each
case.
7. Other important matters for Accounting Teatment of consumpkion| Accounting wentment of consmmption | Accounting treatment of consumption
preduction of the financial X, e, tax, eic. tax, ete.
statements We exclude tax for the accounting Same as nt keft Same as at left
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Changes in Accounting Treatment

Accounting period in the previous term
From January 1, 2005 to June 30, 2005

Accounting period in this term
From January 1, 2006 to June 30, 2006

Previous fiscal year
From January |1, 2005 to December 31, 2005

{Accounting standard for impairment of fixed

zasets)
From the accounting period under review, the
accounting standard for impainment of fixed assets
{the “Opinion Concerning Establishment of
Accounting Sundand for Impaiment of Fixed
Asscts” {August 9, 2002 by Accounting Standards
Board of Japan)) and the “Guidance for
Accounting Standard fur Impainment of Fixed
Assets” (ASBJ Guidance No.6 on Qerober 31,
2003 by Accounting Standards Board of Japan) are
applied. As a result, income before income taxes
and minority interest declined 63,083,000 yen.
We subtmct accunlated tosses on the impairment
of fixed asscts directly from the amount of each
asset.

{Accounting Standard for Presentation of Net

Assets in the Balance Sheet)
From the accounting period under review, the
“Accounting Standard for Presentation of Net
Assels in the Balance Sheet” {ASBJ Statement
No.5 on December 9, 2005 by the Accounting
Standards Board of Japan) and the “Guidance on
Accounting Standard for Presentation of Net
Assels in the Balance Sheet” (ASB) Guidance
No.8 on December 9, 2005 by the Accounting
Standards Board of Japan) arc spplied.
Amount corresponding to traditional Shareholders®
Equity is 14,899,799,000 yen.
Based on the amendment of the *'Regulations
Concerning Interim Financial Statements,” Net
Ausery In e interim balance sheet for the
accounting period under review are prepared
based on the “Regulations Concerning Interim
Financial Statements™ afier the amendment.

(Accounting Standard for Direclors’ Bonus)
From the zecounting period under review, the
“Accounting Standard for Directors’ Bonus™
{ASBJ Statement No. 4 on November 29, 2005)
is applied. There is no effect on eperating profit,
erdioary profit, and income before income taxes
and minority interests dus to this application.

(Accounting Standard for Share-Based Payment and
its Implementation Guidance)
From the accounting period under review, the
“Accounting Stendard for Share-Based Payment
and its Implementation Guidance™ (ASEQ
Ste No. 8 oo Dy ber 27, 2005 by tho
Accounting Standards Board of Japan) and the
“Guidance on Accounting Standard for Share-
Based Payment” (ASBJ Guidance No, 11 on
December 27, 2005 by the Accounting Standards
Board of Japan) are spplicd.
There is no impact on profits and losses as»
resull of this application.




Change in the method of representation

Accounting period in the previous term
From January [, 2005 to June 30, 2005

Accounting period in this term
From January 1, 2006 to June 30, 2006

1. Long-term boans were presenied under “Others” in “Investmen! and
other assets” until the first half of the previous fiscal year bul separately
listed at the end of the interim acceant pesiod under reviow, s it exceeded
five one-hundredihs of assets.

The amoant of long-term Joans at the end of the previous interim
accounting period was 197,400,000 yon,

2. Along with official announcement of the law revising a portion of the
Securities Exchange Law (Law No, 97 in 2004) on June 9, 2004 and its
forcement from December |, 2004, 2s well as revisions to the practical

guidelines reganding financial instruments aceounting (Report No, 14 of
the Accounting System Commitice) as of February 15, 2005, capital
subscriptions to investrnent business limited pastnerships and similar
partnerships (which are deemed as negotiable scourities under Articlo 2,
Paragraph 2 of the Securities Exchange Law) are (o be cxpressed as
investments in securitics from the accounting term wnder review. Further,
the amount of such capital subscriplions under “[nvestments in
Securities” posted in the balance shect in the accounting term under
review was 208,788,000 yen.

Additional information

Accounting period in the previous term Accounting period in this term Previous fiscal year
From January 1, 2005 to June 30, 2005 From Janvary 1, 2006 to June 30, 2006 From January 1, 2005 to December 31, 2005

The Law for the Partial Amendment of the -
Local Tax Law (No. 9 law of 2003) was
promulgated on: March 31, 2003, and the pro
forma standard taxation system is introduced
in accounting tezms that begin an and afier
Agril 1, 2004. Therefore, enterprise tax,
which is pegged to the value-edded input of
the business and the size of capital, is
included in selling, general and
administrative ¢xpenses in accondance with
the “Practical Treatment for the Indication of
the Pro Forma Taxation Portion of Enterprise
Tax on Income Saiesments™ (Report on No.
12 practical treatment dated February 13,
2004 of the te account dard

¥ -

commitiee)

As a tesull, selling, general and administrative
expenses increased 18,646,000 yen, and
aperating profit, ordinary profit and net profit
for eurrent period before adjustment of tax,
clc, decreased 18,646,000 yen,

‘The Law for the Pzrtial Amendment of the
Local Tax Law (No. 9 law of 2003) was
promulgnted on March 31, 2003, and the pro
forma standard xation system is introduced
in accounting terms that begin on and after
April 1, 2004, Therefore, enterprige tax,
which is pegged to the valuo-added input of
tha business and the siza of capital, is
included in selling, general and

- administrative expenses in aecondance with
the “Practical Treatment for the Indication of
the Pro Forma Taxation Portion of Enterprise
Tax on Income Statements™ (Report on No.
12 practical treatment dated February 13,
2004 of the corporals sccounting standards
committee).
As a result, selling, genersl and administrative
expenses increassd 38,489,000 yen, and
operating profit, ordinary profit and net profit
for current period before adjustment of 1x,
etc. decreased 38,489,000 yen.




Explanatory notes

{Matters related to the balance sheet)

current liabilities after neiting.

As of June 30, 2005 As of June 30, 2006 FY2005
Section End of the consalidated accounting | End of the consalidated accounting {As of December 31, 200
period of the previous fiscat year period of this fiscal year o Decem »2005)
1 Total depreciation of angible
( s 93,264,000 yen 149,726,000 yen 110,848,000 yen
Accumulated losscs on
impaimment of fixed assets - 63,083,300 yen -
*2 S d assets and d  [Asscts offercd as collateral Ascets offered as collateral -
debt Shares of affilizted companies Shares of affiliated componies
309,355,000 yen 26,498,421,000 yen
[Secured debts [Secured debts
Shon-term loans paysble + | Long-term debt due within onc year
2,178,000,000 yen 666,000,000 yen
Short-term loans payable
22,000,000,000 yen
Long-term debt  _ 5,334 000,000 yen
Total 28,000,000,000 yen
*3  Debt guarantee Debt gusrantee is provided to Debit guarantee is provided to Diebt guarantee is provided to
Jeasc contracts and goods purchase | Iease contracts and loan kease contracts and loan
contructs of the companies below. agreements of the companies agreements of the companies
GMO Media Inc. below. below.
Aceruedrent  2.744,000 yen | GMO Media Inc. GMO Research, Inc.
Accounts payable Acerued rent 1,278,000 yen Accrued rent 1,964,000 yea
based an BPWY:? 179,000 yen | lnternet Number Corporation Intemet Number Corporation
purchase contracts Accrued rent 9,111,000 yen Accruedrent 15,326,000 yen
GMQ Hosting and Technologies, | GMO biog, loc. TELECOM ONLINE Inc.
Ine. Accrued rent 156,965,000 yen Accruedrent 80,374,000 yen
Accrued remt 14,462,000 yen | GMO intemnet securities, Inc. GMO Communieations Co., Ltd.
Internet Number Corporntion Accrued rent 255,457,000 yen Accrued et 59,333,000 yen
Accrued rent  17.589,000 yen | GMO NETCARD, Inc. GIMO blog, Inc.
Total 34,975,000 yen Borrowings _2,556,304,000 yen Accrucd remt 118,666,000 yen
Toul 2.983,621,000 yen | GMO Internet secusities, Inc.
Accrued rent 1,208,000 yen
Orient Credit Co., Ltd.
Botrowings 2,500.000.000 yen
Total 2,176,873,000 yen
*4 Ti of P Susp payments and suspense Saie zs ot left -
taxes, sic. receipts of consumption taxes are
presented under “Others” in
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(Matters related to the profit and loss statement)

Accounting period
in the previous term

Accounting period in1 this term

Previous fiscal year

Section From January |, 2006 From January 1, 2005 ¢
e, b to June 30, 2006 December 31, 3005
*[ Depreciation .
Tangible fixed assets 25,353,000 yen 19,103,000 yen 49,605,000 yen
Intangible fixed ascets 83,589,000 yen 70,618,000 yen 168,095,000 yen
*2 Major items of non-operating
revenues
Interest received 19,486,000 yen 15,949,000 yen 59,141,000 yen
Dividends received 312,317,000 yen $43,151,000 yen 312,451,000 yen
Contributions from affiliates 28,828,000 yen 51,765,000 yen 166,340,000 yen
for wark sharing
*3 Major item in non-operating
expenses
Interest paid 9,434,000 yen 69,763,000 yen 12,392,000 yen
*4 Major items in cxtracrdinary
profit
Gain on sales of shares in 328,470,000 yen 370,913,000 yen 3,091,63%,000 yen
affilizted companies This is matnly attributable to the This is mainly attributable 10 the | This is mainly attributable to the
sales of shares in GMO Payment sales of shares in GMO HOSTING | sales of shares in GMO
Gateway, Inc & SECURITY, INC. HOSTING & SECURITY, INC,
Gain on sales of investment 389,250,000 yen 420,055,000 yen 396,038,000 yen
gecurities This Is mainly sttributable to the | Thig is mainly atributable to the | This is mainly attibutable w the
sales of shares in Acria Inc. sales of shares in Incybator Bank of | sales of shares in Aeria Ine.
Japan, L.
*5 Major ilems in extrzordinary
loss
Loss on sale of fixed nssets 10,573,000 yen 32,609,000 yen 91,701,000 yen
This is mainly attributable (o the ’
termination of INS lines.
Pravision for allowance for 163,062,000 yen - 165,372,000 yen
investment ksses This is provided in preparation for This is provided in preparation for
2 bss on an investment in 2n a loss on en investment in m
affiliate company, GMO Research, affiliate company, GMCQ Research,
Inc. Ine.
Loss on impairment of fixed - 63,083,000 yen -
assets Losses on impainment of fixed

assets were recorded for idle nssels,

Usc[ Type Location
Rights to us¢ | Shibya-ku,
facilities Tokyo
Righa o | Spibya-ku,

£ | eeply far Tokyo
@ | patents
Telephone
. Shibya-ku,
subscription
rights Tokyo
The assets are classified into groups
mainty based on the type of
business. With respect to idle assets,
the book value is reduced to the
recoverablo valug, and the amount
of the reducifon is recorded as

impairment losses under
extraondinary losses. The
breakdown of the losses is as
follows: 25 million yen for right to




|
i
f
'
|

Loss on devaluation of
investment sccuritics

Loss on devaluation off
affiliated companies

Expenses for change of
comonle name

Lass on sales of shares in
affiliates

49,999,000 yen

37,566,000 yen

rights to apply for patents, and 27
million yen for telephone
subscription rights. The recovermble
valug is measured using the net
sales value and ¢valuated based on
the essessed value of fixed assets.
34,530,000 yen

28,708,000 yen

49,786,000 yen

249,669,000 yen
1,167,814,000 yen
37,566,000 yen

157,000 yen




(Interim Statement of Changes in Net Assets)

Current accounting term (from January 1, 2006 to June 30, 2006)

1. Type and total number of shares issued by the Company

Al the end of the previous At the end of this interim
Type of stack gecounling period Increase Decrease geeounting period
Common share (shares) 90,746 38 64,000 26,784
(Main reasons for the change)}

Increase in number: Due to the request for purchase of fractional shares.

Decrease in number: Due to the use of treasury stocks as o result of the exercise of stock options.




(Matters related to lease transactions)

Accounting period in the previous term
From January 1, 2005 to June 30, 2005

Accounting peried in this term
From January 1, 2006 to June 30, 2006

FY2005 .
(From Jenuary 1, 20, 2005
to December 3], 2005)

1. Finance lease transgctions other than those
the ownership of which is recognized as being
transferred to a borrower
(1) Amount ¢quivalent to the purchase price of
lease ssets, amount equivalent to total sum of
deprecintion, ard the amount cquivalent to
balance 21 the end of lerm
Tools,
equipment  Software  Total
and fixtures (thousand (thousand
{thousand  yen) yen)
—.yen)

Amount
equivalent to
acquisition
price
Ampunt
equivalent to
total sten of
depreciation

666,042 186,729 852,771

309,405 78,844 338,249

Amount
equivalent 1o
balance at the
end of term

356,637 107,884 464,521

{2) Amount equivalent to balance of uncamed

lense fees at the end of term
Less than one year 183,334,000 yen
Over one year 287,438,000 yen
Total 470,772,000 yen

(3) Lease fees paid, amount equivalent to
depreciation cost, and emount equivalent to
interest paid

Leaso fees paid 106,583,000 yen
Awmount equivaleatto 5, 053 506 ven
deprecistion cost

f\mnunl ec!uivalent to 4,624,000 yen
interest paid

(4) Method of calculating the smount equivalent
o depreciation cost end the amount equivalent
to interest
Method of calculating the amount equivalent to
depreciation cost
Wao use the fixed amount method, with the
lease period set s the effective tive and the
remaining value sct 23 zero.
Method of caleulsting the amount equivalent lo
interest
While the disparity between the total sum of
jease fees and the amount equivolent to the
acquisition price of lease assets i3 set s the
amount equivalent to interest, we adopt the
interest method for distibution o the
respective terms.

2. Opetating lease transaction
Amount equivalent 10 balance of uncamed

lease fees at the end of term
Less than one year 6,523,000 yen
Qver one year 15,828,000 yen
Towl 22,352,600 yen

1. Finance lease transactions other than those
the ownership of which is recognized as being
transferred to a borrower
(1) Amount equivalent to the purchase price of
Jease assets, antount equivalent 1w total sum of
depreciation, and the smowat eguivalent to
balance 2t the end of term
Tools,
equipment  Software  Total
and fixtures (thousand (thousand
(thousand  yen) yen)
yen)

Amount
equivalent to
sequisition
price
Amount
cquivalent to
total sum of
depreciation

639974 102,007 742,072

304,562 34,814 339377

Amount
cquivalent to
balance at the
end of term

335412 67,282 402,695

(2) Anmtount equivalent to balance of uneamed

1. Finance lease transactions ather than those
the ownership of which is recognized as being
transferred to o bormower
(1) Amount equivelent to the purchase price of
lease assets, amount equivalent to total sum of
depreciation, and the amount equivalent to
balance at the end of term
Tools,
equipment Software  Total
and fixtures (thousand (thousand
(thousand  yen) yen)
yeny

Amount
equivalent to
acquisition
prica
Amount
equivalent to
total sum of
deprecistion
Amount
equivalent 1o
batance at the
end of term

580,518 163,510 750,028

330,660 66,524 397,184

249,857 102,986 352,843

(2) Amount equivalent to balance of uncamed

lease fees at the end of term lease fees at the end of term
Less Lhan one year 162,226,600 yen Less than one year 135,392,000 yen
Over one year 247,037,000 yen Over ant year 221,539,000 yen
Total ) 409,266,000 yen Total 356,931,000 yen

(3) Lease foes paid, amount equivakent to
depreciztion cost, and amount equivalent to
inserest paid

Lease fees paid 95,038,000 yen
Amount egaivalent to

depreciation cost $4.073,000 yen
Amount equivalent o 4536000 yen

interest paid

{4) Mcthod of caleulating the amount equivalent
to depreciation cost and the amount equivalent
to interest
Method of cakulating the amount equivalent to
depreciation cost
Same asatleft

Method of calculating the amount equivalent to
interest
Same as atleft

2. Operating bense tronsaction
Amount equivalent to balance of ineamed
{ease fees at the end of term

(3) Leass feey paid, amount equivalent to
depreciation cost, and amount equivalent to
interest paid

Lease fees paid 188,956,000 yen
Amsunt eguivalent to

,588,
depreviation cost 180.588.000 yen
Amount equivelent to
interest paid 7.415,000 yen

(4) Mcthod of calculating the zmount equivalent
to depreciation cost and the amount equivalent
lg interest
Method of calculating the amount eguivalent to
depreciation cost
Same as st lefl

Method of calculating the amount equivalent to
interest
Same as at left

2. Opemating keass ransaction
Amount equivalent to balance of uneamed
Jease fees at the end of term

Less than one year 9,508,000 yen Less than one year 5,600,000 yen
Qver ong year 19,302,000 yen Over one year 12,509,000 yen
Toul 19,110,000 yen

Total 29,211,000 yen




(Matters related to securities)

Shares in subsidiaries and affiliates with market value

Previous accounting term (ended June 30, 2005)

T JAmount postad in the balance sheeq Market value Variance
pe (thousand yen) {thousand yen) (thousand yen)
Shares of subsidiaries and affilisted companics 1,206,758 29,635,720 28,428 961
Total 1,206,758 29,635,720 28,428,961
Accounting term under review {ended June 30, 2006)
T lAmount posted it the balance sheet Market value Variance
e {thousand yen) (thausand yen) {thousand yen)
Shares of subsidiaries and affiliated companics 1,646,840 28,465,330 26,818,489
Total 1,646,840 28,465,330 26,818,489
FY 2005 (ended December 31, 2005)
Type lAmount posted in the batance shee1 Market value Variante
{thousand yen) (thousand yen) (thousand yen)
Shares of subsidiarics and affiliated companies 1,649,679 84,147,109 $2,497,429
Total 1,649,679 34,147,109 82497429




(Per share information)

Accounting period

share

. ; Accounting peried in this term FY2005
Section :'mu:}’:::n?yunmz%% s From January 1, 2006 {From January 1, 20, 2005
1o June 30, 2005 to June 30, 2006 to December 31, 2005)
Net assets per share 190 yen 88 sen 240 yen 48 sen 203 yen 01 sen
Net profit per share 14 yen 91 sen 22 yen §8 sen 27 yen 47 sen
Net profit per share after adjustment of
Iatenit shares 14 yen79 sen 22 yen 83 sen 27 yen 32 51
The Company carried out 3 two-
for-one share split as of August
20, 2004,
Further, provided that the share
split was carried outat the
beginning of the previous
eonsolidated sccounting temn, the
per share information i the
previous wrm i3 s follows:
Net asscts per share '
187 yen 33 sen
Net profit per share
27 yen 53 scn
Net profit per ghare after
adjustment of Jatent shares
27 yen 06 5en
(Additional information)
Along with the revision of the
“Guidance on Accounting
Standard for Ezmings Per Share™
{ASBJ Guidance Na. 4) en
January 31, 2006, the amount of
net deferred hedge gains (adjusted
for tax cffect) is included in net
assets ot the end of the interim
pccounting term regarding
common siock from the interim
accounting period under review,
Net assets per share for the interim
accounting Lerm undes review,
caleutated based on the methed
used for the previous interim
accounting term, are 240,30 yen,
{Note) Calculation basis
1. Net assets per share
i:::“:"&mm Accounting period in this term FY2005
Section From -ﬂn:ary \, 2008 From Janusry 1, 2006 (From Jamuary 1, 20, 2005
10 June 30, 2005 to June 30, 2006 1o December 31, 2005)
Total net asscty in the balance sheet - 14,910,562,000 yen —
Net assets regarding commoen stock - 14,910,562,000 yen -
Difference between total net sssets in
the balance sheet and the amount of
net assets at the end of interim
accounting term reganding common - - -
stock used for the catculztion of met
assels per shace
Number of commmon shares issued - 62,031,378 shares -
The Company’s common shares - 26,784 shtres -
The number of common shares used
for the calculation of net nssats per - 62,004,594 shares -




2. Net profit per share and net pml':'t per share aficr adjustment of latent shares

Accounting period s © e
Section {;:;:‘: ﬂ';fg’"‘ﬁs Am:‘uu:ﬁ;nmu:: lt“, 12}‘0':)?“] (From aniyoﬁs 20, 2005
‘o Jupe 30, 2005 to June 30, 2006 to December 31, 2005)

Net profil per share
Netprafit 913,362,000 yen 1,417,456,000 yen 1,687,658,000 yen
Amount not belonging io commen _ _ _
shareholders
Net profit associated with conmen 913,362,000 yen 1,417456,000 yen 1,687,658,000 yen
shares
Averzge number of shares issued 61,686,207 shares 62,031,378 shares 61,720,805 shares
during the 1emm
Average number of Geasury shares - 417,230 shores - 69,997 shares ~ 291,789 sharcs
during torm
::"” aumber of cheres duriag (he 61,269,067 shares 61,961,381 chares 61,429,016 chores
Net profit per share ofter adjustment
of lztent shares
Adjustment of oet profit - - -
Increase in common shares 467,414 shares 136,311 shares 335,948 shares
(OF which, equity warrants) (450,263 sharcs) (136,311 shares) (315,457 sharcs)
(O whih, stock optons by the payback (17,151 shares) =) {20491 shares)
method) .
Summary of latent shares not included Stock subscription rights based on | 17 10 3" unsecured convenible
in the caleulation of net profit per - Article 280-20 and Article 280-21 | bond-type corporate bonds with
share after adjustment of latent shares of the former smended Commereial] equity warrents (total face amount:
s they do not have a dilution effect Code in 2001 31,000 million yen).

Second stock subscription right

{Resolved a1 the ordinary general

meceting of shareholders on March

29, 2005)

Common stock 10,000 shares—




(Material subsequent cvents)

Accounting peried [n the previous termn
From January [, 2005 to June 30, 2005

Accounting period in this tenn
From January 1, 2006 to June 30, 2006

FY2005
{From January 1, 20, 2005 to December 31, 2005)

1. Conclusion of a stock swap agreement with
Solis Corporztion
At the Board of Directors” meeting held on
August [, 2005, the Company and Solis
Corporation received on September 21, 2005
approval for the conclusion of a stock swap
agreement under which Solis Corporation
would beconie a wholly-owned subsidiary of
the Company for the purpose of expanding its
businesses.
(1) Overview of the stock swap agreement
1)Contents of the stock swap
The stock swap is conducted based on
Article 352 of the Commercial Code, and
the Company will exchange stocks based
on the “simple stock swap™ procedunes
stipulated in Article 358, Paragraph | of
the Commencial Code,
2) Dale of stock swap
September 21, 2005
3) Stock issued by the stock swap and ity
allocation
The Company will issue 429,390
common shares through a stock swap
with Selis Corporation and deliver them
to ihe sharcholders named in the
sharcholders’ register with a ratio of
0.524 shares to 1 common share of Solis
Carporation.
4) Amount of capital reserve to increase
The increase in capifal reserve with the
stock swap will be the amount of
existing net assets of Solis Corporation.
{2) Overview of Sclis Corporation
1) Main lines of business
Domain registration business
2) Sales and operating profit
(Year ended December 2004)
Sakes: 158,965,000 yen
QOperating profit: - 144,000 yen

3) Assets, liabilities, sharcholders' equity
(Year ended December 2004}
Asscts: 45,504,000 yen
Liabilities: 33,410,500 yen
Shameholers® equity: 12,094,000 yen

1. Sale of securitics

On August 29 and September 12, 2006, the
Company sold shares held in Drecom Co., Lid,
The gain on the sale of mvestment securities
was 1,206,525,000 yen,

1. Redemption of 1" to 3™ unsecured convertible
bond-type corporate bonds with equity
warrants before raturity by GMO Intamet
Inc.

Fallowing the resolution of the Board of
Directors meeting held on February 14, 2006,
the Company redeemed the 1" 10 3%
unsecured convertible bond-type corparate
bonds with equity warmants (with a special
agrecment that convertible bond-type
corporate bonds with equity wurmants are in
the same rank in a limiled way) before
maturity, The details are as follows:

(1) lssues Red: d Before Maturity
The 1* to 3 unsecured convenible bond-
type corporaie bonds with equity warrants
(with & special agreement that convertible
bond-type corporate bonds with equity
wamants are in the same rgok i o limited
way} of GMO Intemel Inc.

(2) Amount Redeemed Before Maturity
The ¢ntire amount of the total face value of
the 1% to 3™ unsecured convertiblo bond-type
corporate bonds with equity warrant (with the
special agreement that convertible band-type
comorate bonds with equity warmasi are in
the same rank in a limited way) of GMO
Internet Inc. was 31 billion yen

(3) Method of Redemption Before Maturity
100 yen per ¥100 par value

(4) Period of Redemption Before Maturity:

March 17, 2006

{5) Method of Fund Raising for Redemption

Before Maturity
Bank borrowing

2. Bank Borrowing
At the Board of Directors mecting held on
March 2, 2006, the Company resolved that it
should borrow mancy from benks for e
redemption of the 1" to 3™ unsecured
convertible bond-type corporate bonds with
equity warrants before maturity, and
implenented such borrowing. The details are
ay follows:
{13 1) Lender; Aozora Bank
2) Amouni of borrowing: 22 billion yen
3) Repayment period: Six months form the
date of mplementation
4) Date of borrowing: March 16, 2006
5) Security: Shares in the Company's
subsidiaries
6) Interest rate: 0.59273%
(2) 1} Lender:  Resona Bank, Limited.
Mizuho Bank , L,
‘The Nisshin Fire & Marine
nsuranca Co., Lid.
The Hyakujushi Bank, Ltd.
2) Amount of borrowing: 6 billion yen
3) Repayment period: Five years form the
date of implementation
4) Date of bomowing: March 13, 2006
5) Security: Shares in the Company’s
subsidiaries
6) Interest rate: 1.13636%

(3 1} Lender: Sumitomo Mitsui Banking
Carporation
2) Amount of borrowing: 2.8 billion yen
3) Repayment period: Thres years form the
date of implementation
4) Daic of borrowing: March 16, 2006
5) [nicrot rate: 0.83%




Accounting period in the previous term
From Januzry 1, 2005 to June 30, 2005

Accounting period in this term
From January 1, 2006 to June 30, 2006

FY2005
_(From January 1, 20, 2005 to December 31, 2005)

2. Contlusion of a share onpsfer agreement

Al the meeting of the Board of Directors held on
August 13, 2005, the Company resolved to
acquire shares issued by Oricat Credit Co., Lid.
to cxpand ils business areas. A share transfer
agreement was concluded. Details are a5
follows:

K Name of companies from which we acquire
khares

Unison Capital Patners,L.P

UC Ocean Investers,L.P.

UC Ocean vesters2, L.P.

Kii YName of o company {rom which we acquire
[hares
Orient Credit Co., Lid.

(iii) Date of share acquisition
September 30, 2005

(iv) Number of shares to acquire
71,867 shares

v) Acquisition costs and ownership ratio afler
khe acquisition

Acquisition cost: 25,041 million yen
Ownership ratio after acquisition: 94.28%

Kvi) Financing for payment and payment methed
Financing through bond {ssuance

3. Bond issuance

At the meeting of the Board of Directors held on
August 15, 2005, the Company resolved to issue
bonds through a private ptacement to raise funds
for the acquisiion of shares. The details aro a8
follows.

(7) Type First unsecured straight boad

(i) Offer price 100 yen per face vatue of 100 yen
ki) Torl issue stmount 28 billion yen

(i) Inicrest rate 1% per yeur
Kv) Issuc datc August 31, 2005
(vi) Maturity

1 year
Kvil} Use of procesds Acquisition of sheres
(viii) Redemption 100 yen per face value of 100
hen
The issuing company muy make an
earfly redemption  with  accrued
interest in addition to the 100 yen per
face valus of 100 yen upon the giving
of one week's advance notice,
The Company red d the entire t on
September 7, 2005 with the issusnce of the first
through third unsecured convertible bonds with

cgttity warrants.




Accounting period in the previous em
From Januaty 1, 2005 to June 30, 2005

Accounting period in this tem
From January 1. 2006 to June 30, 2006

- FY2005
(From January |, 20, 2005 to December 31, 2005),

4, Issunnce of the first unsceured convertible
bonds with equity warrants
At the meeting of the Board of Directors held
on August 22, 2005, the Company resolved to
issue the first through third unsecured
convertible bonds with eguily wamranis. The
details are as follows:
{1) Name of bond
GMO tntemet, Inc. The first unsecured
convertible bonds with equity wamnts
(Unsecured convertible bondy with equity
warmants and special sgreement on limiled
* equal priority ameng bonds)
{2) Total issuc amount 15 billion yen
{3) Offer price
100 yen per face value of 100 yen
{4) Interest rate
None
(5) Maturity
September 7, 2007
(6) Payment date and issue date
September 7, 2005
(7} Security
None

(8) Use of proceeds
Proceeds will be used for the redemption of
the total amount of the first unsecured
straight bond and repayment of the total
amount of short-term borrowings, as well as
expansion of new businesses.
(9) Matters related to stock acquisition rights
{i) Type of stock es tho object of stock
acquisition rights
Common siock of GMO Internet, Inc.
(ii) Total number of stock acquisition rights
30 rights
(iif) Offer price of stock acquisition rights
Free ’

(iv) Exercise period of stock eequisition rights
From September 8, 2005 to September 6,
2007

{v) Number of shares as the objeet of stock

acquisition rights
It shall be the maximum integral number
obtained by dividing the total amount of
offer prices of this bond when the exerciss of
stock subseription rights is requested by the
amount of payment at the time of exercise
(hereinafter called the *‘conversion prica”
{Note 2)). n this case, fractions of shayes
Iess than one share shal) be truncated and not
adjusted by cash.

{vi} Ampunt of payment at the time of exercise
3,000 yen per share

(vii) Offer price of shares to be issued by the
exercise of stock subscription rights and
amount of capitalization

i) Offer price of shares
3,000 yen per share (Note)
ii) Amount of capitalization within the offen
price
1.500 yen per share
{When the amount of psyment Is adjusted,
the amount of capitalization shall be half
the amount of payment after adjustment.
When a decimal number of less than one
yen arises from the calenlation, it shall be

rounded up o the nearcst one yen. )




Accounting period in the previous temn
From January 1, 2005 1o June 30, 2005

Actouniing period in this term
From January 1, 2006 to Juno 30, 2006

FY2003
(Fram Janaary 1, 20, 2005 to December 31, 2005)

{Note) Change in conversion price

(i} On or aficr April 1, 2006, the Conversion Price
shall be changed to an emount equivalent to 52%
of the average daily closing price {or ordinary
transactions of the common shares of the
Company on the Tokyo Stock Exchange for five
eonsecutive business days {rom the business day
following the third Friday of every month
(hereinafier referred to as the “Date of
Detemmination™} (A business day without a closing
price shall be excluded from the five consccutive
business days. 1f the Date of Determinstion does
not fall into & business day, the five consecutive
business days shall be five consecutive business
days up to the business day immediately preceding
the Date of Determination. This shall hereinafter
be referred to a3 the “Period for Calculation of
Market Price™) to the Date of Determination
{inclusive) (caiculated to the first decimal place,
with the first decimal place rounded up.
HereftaRer referred to as “Price at the Date of
Determinstion). In April 2006, however, two days,
namely April 7 and April 21 shall become the
Dhate of Determination, ard the Conversion Price
shall be changed twice.

{ii) Jrrespective of (i) of this Item, if the Company
deems it necessary and notiftes the bondholder of
the Bonds with cquity warrants in advance before
March 17, 2006 {inclusive) after the issua of tho
Bonds with equity warranis (hereinafter referred to
as “Prior Notification™), the Conversion Price

shall be changed using a method similar to the
method set out i (i) of this hem, until the end of
March 2006, In this event, the Conversion Price
shall be changed by decming the Friday of the
week that is two weeks’ after the week including
the date of the Prior Notification as the Date of
Determination (if the Friday is a bank holiday, it
shall be the immiediately preceding bask business
day). On or after April 1, 2006, irrespective of the
Prior Notification, tha Conversion Price shall bo
changed as set out in (i) of this liem.

(i) IF there is cause for the adjustment of the
Conversion Price a5 sef out in the following ltem
during the Period for Calculation of Market Price,
the Conversion Price after the change shall ba
sdjusted to a figure which tha Company deems
appropriate in accordante with the prospectus of
the Bonds with equity wamants, If, however, as a
resuk of the adjustment, the Price at the Datwe of
Detzrmination is lower than 1,278 yen (however,
on or after April 10, 2006 this shall be an emount
equivalent to 60% of the closing price for ondinary
tansactions of the common shares of the
Company on the Tokyo Stock Exchange on April
7, 2006 (if there is no closing price on thai date,
this shall be the closing price on the immediately
preceding day (cateulated down to the finst
decima! place, with the first decimzl placo
rounded up). This shafl hereirafter be referred to
s tho *Minimum Conversion Price,” but subject
to adjustment as s<t out in the fellowing Item.),
the Conversion Price afer the change shall
become the Minimum Conversion Price. If the
Priee at the Date of Determination is higher than
4,260 yen (however, on or after April 10, 2006
this shall be an amount equivalent to 200% of the
closing price for ardinary transactions invoiving
the common shares of the Company on the Tokyo
Stock Exchange on April 7, 2006 (if there is no
closing price on thal dete, this shall be the closing
price on the immedistely preceding day. This shall
hereinafter be referred to as the “Maximum
Conversion Price,” but subject 1o adjustment a3 set
ot in ltem (9) of this Paragraph.), the Conversion
Price after the change shall become the Maximum
Conversion Price,




Accounting periad in the previous temm
From January 1, 2005 to June 30, 2005

Accounting period in his term
From January i, 2006 to June 30, 2005

FY2005
{From January 1, 20, 2005 to December 31, 2005)

5. lssuance of the second unsecured convertible
bonds wilh equity warrants
At the meeting of the Board of Directors held on
August 22, 2005, the Company resolved to issue
the first through third unsecured convertible
bonds wilh equity warrmts. The details are as
follows:
(1) Nameo of bond
GMO Intemet, Inc. The sccond unsecured
convertible bonds  with  cquity warranis
{Unsecured convertible bonds with equity
warrants and special agreement on limited
equal priority among bonds)
(2) Total issuc smount 10 billien yen
{3) Offer price
100 yen per face value of 100 yen
(4) Iaterest rute
None
(5) Maturity
September 7, 2007
(6) Payment date and issue date
Seprember 7, 2005
(7) Security
Mone
(8) Use of proceeds
Proceeds will be used for the redemption of
the total ameunt of the first unsecured straight
bond and repayment of the total amount of
short-term borrowings, as well as expansion of
new businesses.

(9) Matters velated W stock acquishion rights
{i) Typo of stock as the object of stock acquisition
rights

Common stock of GMO Internet, Inc.
(i) Total number of stock acquisition rights
20 rights
(i) Offer price of stock acquisition rights
Free
{iv) Exercise period of stock acquisition rights
From September 8, 2005 1o September 6, 2007
(v) Number of shares es the abject of stock
ocquisition rights
It shall be the maximum integral number
obtained by dividing the total amount of offer
prices of this bond when the exercise of stock
subscription rights is requested by the amount
of payment at the time of exercise (hereinafter
called the “conversion price” (Note 2)). In this
case, frections of shares kess than one share
shall be tnumeated and not adjusted by cash.
(i) Amount of payment at the time of exercise
3,000 yen per share
(vil) Offer price of shares o be issued by the
cxercise of stock subseription rghs and
amount of capitalization
1} Offey price of shares
3,000 yen per ghare (Nots)
i} Amount of capitalization within the offer

price

1,500 yen per share
(When the amount of payment is adjusted,
the amount of capitalization shall be half the
amount of payment afier odjustment Whena
decimal number of less than one yen arises
from the calculation, it shall be rounded up

to the nearest onc yen. ]




Accounting period in the previous term
From January {, 2005 to June 30, 2005

Accounting period in this term
From January |, 2006 to June 30, 2006

FY2003
{From January 1, 20, 2005 to December 31, 2005)

(Note) Changs in conversion price

(i) On ar after April 1, 2006, the Conversion Price
shall be changed to an amount equivalent to 2%
of the average daily closing price for ordinary
transactions of the conumon shares of the
Company on the Tokyo Stock Exchange for five
consecutive business days from the business day
following the third Friday of every month
(hereinafter referred to as the “Date of
Determination™) (A business doy wilhout a closing
price shall be excluded from the five consccutive
business days. [f the Date of Determination does
not fall into n business day, the five consecutive
business days shatl be five consecutive business
days up to the business doy immediately preceding
the Date of Determination. This shall hereinafter
be referred to as the “Period for Calculation of
Market Price™) to the Date of Determination
(inclusive) (calculated to the first decimal place,
with the first decimal plece rounded up.
Hereinafter referred to as “Price at the Date of
Determination). [n April 2006, however, two days,
namely April 7 and April 21 shall become the
Date of Detcrmination, and the Conversion Price
shatl be ehanged twice.

(ii) Irrespestive of (i) of this Item, if the Company
deems it necessary and notifies the bordholder of
the Bonds with equity warrants in advance before
March 17, 2006 (inclusive) after the {ssue of the
Bonds with equity wemrants (hercinafter referred to
a$ “Prior Notification™), the Conversion Price

shall be changed using a method similar to the
method set out in (1) of this temn, until the end of
March 2006, In this event, the Conversion Price
shall be changed by deeming the Friday of the
week that is two weeks® afler the week including
the date of the Prior Notification as the Date of
Determination (if the Friday is 2 bank holiday, it
shall be the immediately preceding bank business
day). On or afier April 1, 2006, irrespective of the
Prior Notification, the Conversion Price shall be
changed as set out in () of this Item,

(iii) I there is cause for the adjustment of the
Conversion Price as set oul in the following lem
during the Period for Calculation of Market Price,
the Conversion Price after the chonge shall be
adjusted to a figure which the Company deems
appropriate in cccordatce with the prospectus of
the Bonds with equity waments. If, however, as n
result of the adjustment, the Price at the Date of
Determination is lower than 1,278 yen (however,
on or after April 10, 2006 this shall be an amount
equivalent to 60% of the closing price for ordinary
transactions of the common shares of the
Company on the Tokyo Stock Exchange on April
7. 2006 (if there is ro closing prico on Lhat date,
this shall be the ¢losing price on the immediatsly
preceding day (cakulated down to the first
decimal place, with the first decimal place
rounded up). This shall hereinafter be referred o
as the “Minimum Conversion Price,” but subject
to adjustment as sef oul in the following Item.),
the Conversion Price after the change shall
become the Minimum Conversion Price. If the
Price at the Date of Detenmination is higher than
4,260 yen (however, on or after April (0, 2006
this shall be an amouni equivalent 1o 200% of the
closing price for ordinary transactions iavolving
the common shares of the Company on the Tokyo
Stock Exchange on April 7, 2006 (if there i3 no
closing price on that date, this shall be the closing
price on the immediataly precedimg doy. This shall
hercinafter be referred to as the “Moximum
Conversion Price,” but subject to ndjustment es set
out in Item (%) of this Paragraph.), the Conversion
Price after the change shall become the Maximum
Conversion Price,

— 100 —



Accounting period in the previous term
From January 1, 2005 to June 30, 2005

Accounting period in this term
From January 1, 2006 to June 30, 2006

FY2005
{From January 1, 20, 2005 to December 31, 2005)

6. Issunnce of the third unsecured convestible
bonds with equity warrants
At the meeting of the Board of Directors held on
August 22, 2005, the Company resolved to issue
the first through third unsccured convertible
bonds with equity wamants. The details sre as
follows:
(1} Namo of bond
GMO Internet, Inc, The thind unsecured
convertible bonds with cquity wamnis
{Unsecured convertibke bonds with equity
warmants and special agreemen! on limited
equal priority among bonds)
{2) Tolal issuc amount 6 billion yen
{3) Offer price
100 yen per fxce valus of 100 yen
{4) Interesi rate
None
(5) Maturity
September 7, 2007
(6} Payment date and issue date
September 7, 2005
(7) Seourity
None
(8) Use of proceeds
Proceeds will be used for the redemption of
the total amount of the first unsecured straight
bond ond repayment of the lotal amount of
short-term borrowings, as well as expansion of
new businesses.
(%) Muatters related 10 stock sequisition rights
(i} Type of stock as the object of stock acquisition
rights .
Commen stock of GMO Internet, Inc.
(if) Total number of stock acquisition rights
12 rights
(iif) Offes price of stock acquisition rights
Free )
(iv) Exercise period of stock acquisition rights
From September 8, 2005 to September 6, 2007
(v) Number of shares as tho object of stock
acquisition rights
It shall be the maximum integral number
obtained by dividing the totz] amount of offer
prices of this bond when the exercise of siock
subscription rights is requested by the amount
of payment at the time of exercise (hercinafter
called the “converston price” (Nete 2)). In this
case, fructions of shares less than one share
shall be truncated and not adjusted by cash.
(vi) Amount of payment at the time of exercise
3,000 yen per shore
(vii) Offer price of sharcs to be isswed by the
exercise of stock subscription rights and
amount of capitalization
i) Offer price of shares
3,000 yen per share (Note)
ii) Amount of capitalization within the offer
price
1,500 yen per share
(When Lho amount of payment is adjusted,
the emount of capitalization shall be half the
amount of payment alter adjustment. When a
decimal number of less than one yen arises
from the calcutation, it shat] be rounded op

to e nearest one yen. )
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Accounting period in the previous term
From January 1, 2005 to Junc 30, 2005

Accounting period in this tem
Froth January 1, 2006 to June 30, 2006

FY2005
(From January 1, 20, 2005 19 December 31, 2005)

(Note) Change in conversion price

(i} Ou or after April 1, 2006, the Conversion Price
shall be chonged to an amount equivatent to 92%
of the average daily closing price for ardinary
transactions of the common shares of the
Company on the Tokyo Stock Exchange for five
consecutive business days from the business day
following the third Friday of every month
(hereinefier referved to as the “Date of
Determination™ (A business day without a closing
price shall be excluded from the five consecutive
business days. If the Date of Detenmination does
not fall into a business day, the five consceutive
business days shall be five consecutive business
days up to the business day immediately preceding
the Date of Dejermination. This shall hereinaftor
be refemed 1o as the “Period for Calculation of
Market Price™} 1o the Date of Determination
(inclusive) (calculated 10 the first decimal place,
with the first decimal place rounded up.
Hereinafter referred to a3 “Price at the Date of
Detemmination). In April 2006, however, two days,
namely April 7 and April 21 shall become the
Date of Delermination, and the Conversion Price
shall be changed twice,

(ii) lmrespective of (i) of this Item, if the Company
deems it necessary and notifies the bondholder of
the Bonds with equity warrants in advance bafore
March 17, 2006 (inclusive) after the issue of the
Bonds with equity warrants (hereinafter referred o
23 “Prior Notification™), the Conversion Price

shall be changed using o method similar to the
method set out in (i) of this Item, until the end of
March 2006. In this event, the Conversion Price
shall be changed by deeming the Friday of the
week that i two weeks” afier the week including
the date of the Prior Notification as the Date of
Determination (if the Friday is a bank haliday, it
shall be the immediately preceding bank business
day). On or after April 1, 2006, irmespective of the
Brior Notification, the Conversion Price shall be
changed as st out in (i} of this [tem,

(iif) If there is cause for the adjustment of the
Conversion Price as set out in the following Iiem
during the Period for Calculation of Market Price,
the Conversion Price after the change shall be
wdjusted to a figure which the Company deems
appropriate in accordance with the prospectus of
the Bonds with equity warrants, I however, asa
result of the adjustment, the Price at the Date of
Determination is lower than 1,278 yen (however,
on or after April 10, 2006 this shall bs an amount
equivalent to 60% of the closing price for ordinary.
transactions of the common shares of the
Company on the Tokyo Stock Exchange on April
7, 2006 (if there is no closing price on that date,
this shall be the ¢losing price on the immediately
preceding day (calculated down to the fimst
decimal place, with the first decimal place
rounded up). This shall hereinafier be refermed to
as the *Minimum Conversion Price,” but subjoct
to adjustment as sei out in the following Item.},
the Conversion Price after the change shall
become the Minimum Conversion Price. If the
Price a1 the Date of Determination is higher than
4,260 yen (however, on or after April 10, 2006
this shall be an amount equivalent to 200% of the
closing price for ordinary transaclions involving
the common shares of the Company on the Tokyo
Stock Exchange on April 7, 2006 (if there is no
closing price on that datc, this shall be the closing
price on the immediately preceding day. This shalt
hercinafier be referred o as the “Mmximum
Conversion Price,” bul subject {0 adjustment as set
out in ltem (9) of this Paregraph.), the Conversion
Price after the changs shall become the Maximum
Conversion Price.

-2
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(2) Other
At the meeting of the Board of Directors held on August 14, 2006, we passed the following resolution
regarding the interim dividend for the current fiscal year:
(a) Total amount of interim dividends: 186,013,000 yen
(b) Dividend per share: 3 yen
(c) Effective date of right to request payment and the payment inception date: Thursday, September 28,
2006
(Note) Payment will be made to shareholders named or recorded on the final shareholders’ register and

beneficial shareholders' register on June 30, 2006,
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No.6 Reference Information about the Company Submitting the Report

We submitted the documents listed below from the commencement date of the interim accounting period under

review to the filing date of the semiannual report.

(1) Shelf registration statement (stock subscription warrants) and
documents attached to it

(2) Financial statement
report

(3) Amended shelf
registration statement

(4) Extraordinary report

(5) Extraordinary report

Business term  From January 1, 2005
(15®term)  To December 31, 2005

Amended shelf registration statement
related to the shelf registration statement
submitted on March 13, 2006 ((1) above)
Extraordinary report in accordance with
the provision of Section 3, Paragraph 2,
Article 19 of the Cabinet Office
regulations reparding disclosure of
corporate content, etc. (Transfer of
Specified Subsidiaries)

Extraordinary report in accordance with
the provision of Section 3, Paragraph 2,
Article 19 of the Cabinet Office
regulations regarding disclosure of
corporate content, ete. (Transfer of
Specificd Subsidiaries)
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Submitted to the Head of
Kanto Financial Bureau
March 13, 2006
Subsmitted to the Head of
Kanto Financial Bureau
March 30, 2006
Submitted to the Head of
Kanto Financial Bureau
March 3¢, 2006
Submitted to the Head of
Kanto Financial Bureau
April 14,2006

Submitted to the Head of
Kanto Financial Bureau
August 1, 2006



Section2 Information on Guarantor for the Company Submitting the Report

There is no applicable item.
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Interim Audit Report by Independent Auditor

September 20, 2006

gl%wﬂ Public Accountant
.

Accounting,” namely the interim consolldated balance sheet, the interim cunsohdatod prot' t and loss statement, the interim

consclidated statement of changes in net assets, and the interim consolidated statement of cash flow. While the management of
GMO Internet, Inc. shall be liable for the preparation of the interim consolidated financial statements, the Audit Firm shall be
linble for expressions of opinions with respect to the interim consolidated financial statemnents from an independent standpoint.
We conducted our interim audit in accordance with generally accepted auditing standerds of Japan, The interim auditing
standards required us to give a reasongble guerantee after checking if the interim consolidated financial statements contained any
materially false statement with the potential to mislead investors with respect to the useful information shown in the interim
consolidated financial statements. The interim zudil was basically conducted using analytical auditing procedures and
incorporating certain other auditing procedures as necessary. As a result of the audit, we judged that we had obtzined reasonable
grounds to express an opinion about the interim consolidated financial statements.

We acknowledge that the interim consolidated financizl statements mentioned above accurately represent useful information with

respect to the financial situation as o as wcl] as the results and cash flow for the interim consolidated accounting

g and its interim consolidated subsidiaries under generally

term from [far U0 i
accepted formulation standards of interim consol:dated accountmg statements in Japan.

Supplementary information

As described in “Significant items regarding the preparation of consolidated financial statements,” the Company hag prepared
consolidated interim financial statements by applying the accounting standard for the impairment of fixed assets, as it has been
decided that this standard shall be applied from the consolidated interim accounting term under review.

Neither, the Company nor the Audit Firm nor participating employees have any vested interest requiring mention
under the provision of the certified public accountant law,

End
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Interim Audit Report by Independent Auditor

gemged Pubglc Accountant

i 3 TR
Public Accountant

To issue the audit certificate under the pmwslons of Article 193-2 of (he Secunues Exchange Law, the Audit Firm eudited the
e 3102 _!I_E_I_Q of the @" business term from

sheet, the interim proﬁt nnd loss stalcmcnt, and the interim statement of changes in net assets. While the management of GMO
Intemet, Inc. shall be liable for the preparation of the interim financial statements, the Audit Firm shall be liabte for expressions

of opinions with respect to the interim financial statements from an independent standpoint.
We conducted our interim audit in accordance with generally accepted auditing standards of Japan. The interim auditing
standards required us o give a reasonable guerantee afier checking if the interim financial statements contained any materially
false statement with the potential to mislead investors with respect to the usefu] information shown in the interim financial
statements. The interim audit was basically conducted using analytical auditing procedures and incorperating certain other
auditing procedures as necessary. As a result of the audit, we judged that we had obtained reasonable grounds to express an
opinion about the interim financial statements.

We acknowledge that the interim financial statements mentioned above accurately repms:m uscful mformanon with rwpcct to

the financial situation as of |l :, for the interim aecounting term from T

Toreey !'F-I under generally accepted formu!auon standards of interim accounting statements in Japan.

Supplementary information
As described in "Significant items regarding the preparation of financial statements,” the Company has prepared interim financial
statements by spplying the accounting standard for the impairment of fixed assets, as it has been decided that this standard shail

be applied from the interim accounting lerm under review.
Neither, the Company nor the Audit Firm nor participating employees have any vested interest requiring mention

under the provision of the certified public accountant law.
' End
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